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THE    BOARD 

The    Montana    Board    of    Housing     <  the    "Board"),     created    by     thie    Montaocj 
Housing    Act    of     1975,     as    amended     (the    "Act"),     is    an    agency    of     the    State    of 
Montana     (the    "State")     and    operates    within    the    Department    of    Commerce    of     the 
State    for    administrative    purposes. 

The    powers    of     the    Board    are    vested    by    the    Act     i  r.    seven    board    members 
who    are    appointed    by    the    Governor,     subject     to    confirmation    by    the    State 
Senate.        The    term    of    office    for    a    majority    of    the    members    of    the    Board 
coincides    with    the    four-year     term    of     the    office    of    the    Governor;     the 
refTiainirig    Board    members    serve    four-year     terms    whicti    expire     in    the    middle    of 
tt"ie    Governor's    term.        The    members    of     the    Board    elect    a    chairman    and    such 
other    officers    as    they    may    determine.       Each    Board    member    serves    until     his 
or    her    successor     is    appointed,     confirmed    by     the    Senate    and    takes    office. 

The    inefnbers    and    officers    of    the    Board,     the    expiration    dates    of    their 
lespective    terms    of    office    and     their    occupations    acB    set    forth    below. 

Term 
Expires 
Name  Posi  tion  January  Occupation 

Tom  Mather  Board   Member  1993  Real  tor /Bui Ider ,    Tom   Mather 

and   Chairman  &   Associates  Realty   Company, 

Great   Falls. 

Michael  E.  McKee        Board  Member  1991       President,  First  Federal 

and  Vice  Chairman  Savings  &.  Loan.  Hamilton. 

Brad  Wal terskirchen     Board  Member  1991       President,  Heritage  Bank, 

and  Secretary  Great  Falls. 

Russell  Dahl  Board  Member  1993       Northern  Air  Flying  Service, 

Glasgow. 

Joe  Gerbase  Board  Member  1993       Attorney,  Anderson,  Brown, 

Gerbase,  Cebull,  Fulton,  Harmon 
I   Ross,  P.C. ,  Billings. 

George  McCallum         Board  Member  1993       Real  Estate  Broker,  McCallum 

Realty,  Plains. 

Howard  Rosenleaf        Board  Member  1991       Executive  Director,  Project 

Challenge,  Kalispell. 


THE  STAFF  -: 

RICHARD  KAIN,  Administrator  and  Board  Treasurer,  joined  the  Board 
■staff  in  August  5  1986.  Mr.  Kain  served  the  Montana  Board  of  Investments  as 
a  Portfolio  Manager  for  thirteen  years.  He  has  a  B.A.  degree  in  Accounting 
from  Carroll  College  and  is  a  Certified  Public  Accountant. 

DAVID  KRAFT  serves  as  Comptroller  of  the  Board  and  has  held  this 
position  since  September,  1990.  Mr.  Kraft  previously  served  as  a  Fiscal 
Officer  of  the  Montana  State  Department  of  Institutions.  He  has  a  B.S. 
degree  in  Accounting  from  Montana  State  University. 

DAVID  J.  HAVILAND,  Single  Family  Program  Officer,  joined  the  Board 
staff  in  April,  1988.  Mr.  Haviland  had  previously  served  as  the  Senior 
Vice  President  with  Pioneer  Federal  Savings  in  Deer  Lodge,  Montana. 

The  Board  is  authorized  a  full-time  staff  of  fourteen  persons  includ- 
ing tliose  named  above,  and  receives  support  services  from  the  State 
Depai  tmei'it  of  Commerce.  Additional  personnel  may  be  employed  as  detei  mined 
by  the  Board  in  conjunction  with  the  Department  of  Commerce. 

The  Board's  auditors  are  Junkermier,  Clark,  Campanella,  Stevens,  P.C., 
independent  certified  public  accountants,  Helena,  Montana,  who  audit  its 
financial  statements  and  perform  other  accounting  services.  Jackson,  Murdo 
?v  Gt  ant  .  P.C.,  Helena,  Montana,  serve  as  the  Board's  general  counsel. 
Kutal^.  Rock  Sy  Campbell,  Denver,  Colorado,  serve  as  the  Board's  bond 
counsel.  Goldman,  Sachs  &  Company  serve  as  the  Board's  senior  investment 
banker,  and  D.  A.  Davidson  &  Company,  Merrill  Lynch  Capital  Markets,  and 
Piper,  Jaffray  &  Hopwood  serve  on  the  investment  banking  team.  The 
Trustees  are  First  Interstate  Bank  of  Denver,  N.A.,  First  Trust  Company  of 
Montana,  and  Norwest  Bank  Minnesota,  N.A. 

SINGLE  FAMILY  PROGRAMS 

The  Board's  public  purpose  is  to  provide  decent,  safe,  sanitary  and 
affordable  housing  for  lower  income  individuals  and  families  in  the  State 
of  Morit  ana  . 

As  of   June  30,  1989,  the  Board  administered  two  homeownersh ip  programs 

the   Single  Family   Bond   Program  and   the   Mortgage   Credit  Certificate 

Progi'am.   The  funds   to  operate  these  programs  are  generated  through  either 

the  sale  of   tax-exempt  bonds,  or  administrative  fees.    The  Board  receives 

no  state  appropriations  to  operate  either  program. 

SINGLE  FAMILY  BOND  PROGRAM: 

The  Board  initiated  its   Single  Family  Program  in  1977  for   tl-.e  purpose 

of  improving   the  ability   of   Montana  individuals  and  families   of   lower 

income  to   purchase  homes  within   the  State.    The  Board   issues  tax-exempt 

Mortgage   Revenue  Bonds   to  provide   below  market  »  ate  home   moi-tgage  loan 
f  ur>ds  . 


As  of  June  30,  1989,  the  Board  has  financed  the  Bond  Program  with 
seventeen  issues  of  bonds  secur'ed  under  four  sepai  ate  trust  indeiitures. 
Six  issLies  of  bonds  are  secured  by  an  indenture  dated  as  of  March  10,  1977 
(the  "1977  Indenture").  Nine  issues  are  secured  by  an  indenture  dated  as 
of  August  16,  1979  (the  "1979  Indenture").  The  two  newest  bond  issues 
(1988  Series  B  and  1989  Series  A)  arc:^  secured  by  separate  trust  indentures, 
dated  October  1,  1988  and  March  1,  1989  respectively.  The  Board  currently 
expects  to  issue  additional  bonds  to  finance  future  Single  Family  Programs. 

The  Bond  Program  is  primarily  designed  to  assist  first-time  home 
buyers.  In  designated  "targeted  areas,"  the  borrowers  need  not  be  first 
time  purchasers.  Borrowers  must  meet  certain  annual  income  and  house  price 
restrictions,  along  with  federally  imposed  restrictions. 

Until  1985,  the  Board  reserved  available  funds  for  use  by  specific 
lenders.  Currently,  the  Board  makes  commitments  to  purchase  qualified 
mortgage  loans  from  lenders  on  a  first-come,  first-served  basis.  All 
mortgage  loans  which  have  been  purchased  under  the  Bond  Program  have  been 
newly  originated,  twenty-five  or  thirty  year  mortgages.  Mortgage  loans  are 
insured  by  the  Federal  Housing  Administration  ( FHA )  or  guaranteed  by  the 
Veteran's  Administration  ( VA ) . 

Since  the  inception  of  the  Bond  Program,  161  lenders  have  been 
approved  to  originate  mortgage  loans.  Through  June  30,  1989,  a  total  of 
13,971  mortgage  loans  have  been  financed  in  190  communities  throughout  the 
State.  Appendix  A  shows  the  distribution  of  mortgage  loan  funds  throughout 
the  counties  of  Montana. 

RECYCLED  SINGLE  FAMILY  BOND  PROGRAM  FUNDS: 

The  Board  has  financed  additional  mortgage  loans  by  allocating 
recycled  prepayments  and  other  amounts  held  under  the  1977  and  1979 
Indentures . 

Neighborhood  Housing  Services,  Inc.  (NHS)  of  Great  Falls  has  received 
allocations  from  the  Board  in  the  amount  of  *E,P50,000.  As  of  June  30, 
1989,  the  Board  had  purchased  ^3  loans  under  this  allocation.  The  NHS 
allocation  has  been  targeted  to  individuals  and  families  of  lower  income 
within  the  original  townsite  of  Great  Falls. 

The  Joint  Venture  for  Affordable  Housing  ( JVAH )  project  resulted  in 
the  financing  of  seventeen  new  homesites  for  *769 ,  300  of  6  7/8'/.  recycled 
mortgage  funds  in  the  Hillview  Heights  subdivision  in  Missoula.  The  JVAH 
project  incorporated  innovative  financing  cooperation  between  the  local 
government,  the  builder,  and  Department  of  Housing  and  Urban  Development. 
The  project  accomplished  its  goal  to  primarily  assist  lower  income  single 
parent  families,  disabled  persons,  and  first-time  homebuyers  in  owning  an 
affordable  home.  The  average  annual  income  of  those  seventeen  families  was 
*  1 9 , 300 . 


MORTGAGE  CREDIT  CERTIFICATE  PROGRAM: 

This  program  was  implemented  by  the  Board  in  July,  1987,  as  another 
mechanism  to  assist  lower  income  individuals  and  families  in  the  purchase 
of  their  first  home.  With  this  program,  the  Board  issues  federal  tax 
credits  rather  than  providing  mortgage  loan  funds.  The  Mortgage  Credit 
Certificate  Program  benefits  Montana  homebuyers  who  qualify  by  either 
reducing  their  federal  tax  liability,  or  by  providing  more  disposable 
income  to  assist  in  making  monthly  mortgage  payments.  The  tax  credits  are 
issued  at  a  uniform  rate  of  EO*/. ,  enabling  a  qualifying  borrower  to  change 
the  nature  of  20%  of  their  annual  mortgage  interest  expense  from  an 
itemization  to  a  tax  credit  when  they  file  their  annual  tax  return. 

As  of  December  31,  1988,  the  July,  1987  Mortgage  Credit  Certificate 
authority  of  $10,000,000  was  fully  issued  to  1,000  lower  income  Montana 
families.  In  December,  1988,  the  Board  converted  an  additional  $60,000,000 
in  Mortgage  Revenue  Bond  authority  to  $15,000,000  in  tax  credit  authority, 
and  anticipates  the  implementation  of  the  new  program  in  August,  1989.  The 
new  Mortgage  Credit  Certificate  program  will  assist  approximately  1,500 
f ami  1 ies . 

THE  1977  INDENTURE 

The  Board's  Single  Family  Program  was  begun  in  1977  with  the  sale  of 
the  first  two  series  of  the  six  series  of  Single  Family  Mortgage  Bonds 
(Federally  Insured  or  Guaranteed  Loans)  (the  "Single  Family  I  Program"), 
which  are  secured  under  the  1977  Indenture,  in  the  aggregate  initial 
principal  amount  of  $130,128,793.15.  As  of  June  30,  1989,  3,202  mortgage 
loans  (of  which,  97  are  from  recycled  prepayments)  have  been  originated 
under  the  1977  Indenture,  in  an  aggregate  initial  principal  amount  of 
$123,201,263.  The  1988  Series  A  Bonds  were  the  last  bonds  sold  under  the 
1977  Indenture  and  the  Board  may  issue  additional  bonds  under  that 
i  ndeiiture  . 

In  conjunction  with  the  initial  use  of  bond  proceeds  under  the  1977 
Indenture,  mortgage  loans  were  financed  which  had  thirty  year  terms.  At 
June  30,  1989,  $^,102,821  of  mortgage  loans  have  been  financed  with 
prepayments;  these  mortgage  loans  had  original  terms  of  twenty-five  years 
($1,51^,930)  and  thirty  years  ($2,587,890). 


MORTGAGE  PORTFOLIO: 


Portfolio  Summary  (as  of  June  30 >  1989) 


Original 

Mortgage 

Number 

Principal 

Number 

Outstanding 

Loan 

of  Loans 

Balance 

of  Loans 

Principal 

Rate 

Purchased 
1,009 

Purchased 
«  3^,359,116 

Outstanding 
782 

Balance 

6.875% 

$22,474,177 

7.125 

633 

20,633,703 

422 

11,394,179 

7.500 

338 

12,41^,916 

275 

8,662,192 

8.750 

815 

36,864,317 

803 

36,028,095 

9.125 

^07 

18,929,211 

401 

18,382,023 

TOTAL 

3,202 

$123,201,263 

2,683 

$96,940,666 

At  June  30,  1989,  the  percentage  of  the  total  outstanding  principal 
balance  of  mortgage  loans  insured  by  FHA  was  74%  and  guaranteed  by  the  VA 
was  E6y. . 

Prepayments  and  Other  Terminations; 

Mortgage  loans  have  been  prepaid  at  rates  differing  from  those  orig- 
inally assumed  in  the  structured  principal  maturity  schedule  of  the  bond 
issues . 

The  following  table  provides  current  information  concerning  the 
assumed  and  actual  experience  of  prepayments  and  other  terminations  of 
mortgage  loans  held  under  the  1977  Indenture: 


Recent  Prepayments 


Total  Prepayments 
Since  Inception 


Assumed 

Received 

10/2/88  to 

7/1/88  to 

10/1/89 

6/30/89 

Assumed 

Received 

Series 

(twelve  months) 

(twelve  months) 

to  10/1/89 

to  6/30/89 

1977A 

$ 

368,218 

$  583,749 

$  4,847,664 

$  6,028,090 

1977B 

605,000 

1,046,592 

7,720,000 

6,392,679 

197aA 

300,000 

368,616 

2,851,000 

2,024,983 

1987A 

-0- 

290,030 

-0- 

387,709 

1987B-1 

and 

1987B-2 

-0- 

203,998 

-0- 

307,474 

1988A-1 

and 

1988A-2 

-0- 

36,381 
$2,529,366 

-0- 

36,381 

TOTAL 

$1 

,273,218 

$15,418,664 

$15,177.316 

Although  there  are  a  number  of  data  bases  available  which  provide  a 
historical  record  of  the  incidence  of  advance  terminations  for  various 
portfolios  of  mortgage  loans,  it  is  not  possible  to  predict  with  any  degree 
of  accuracy  the  amount  of  prepayments  which  the  Board  will  experience  in 
any  given  periods  due  to  the  variety  of  economic,  financial  market  and 
demographic  factors  which  affect  such  prepayments.  Pursuant  to  the 
industry,  prepayments  include  any  amount  received  or  recovered  which  is 
determined  by  the  Board  to  reduce  or  eliminate  the  principal  amount  of  a 
niortgage  loan,  other  than  scheduled  amortization  payments  applicable  to 
principal  reduction.  Should  prepayments  occur  in  the  future  at  rates 
higher  than  those  assumed  in  establishing  the  maturities  for  the  above 
issues,  the  payment  of  debt  service  on  the  bonds  may  depend  upon  the 
Board's  ability  to  use  the  resulting  funds  to  purchase  mortgage  loans  or 
other  investments  with  yields  sufficient  to  make  such  debt  service 
payments.  If  reinvestment  of  prepayments  in  mortgage  loans  or  interim 
investment  obligations  is  not  feasible,  the  Board  may  use  the  payments  to 
purchase  or  redeem  outstanding  bonds  or  for  such  other  purposes  as  are 
permitted  under  the  1977  Indenture.  To  the  extent  that  the  Board  continues 
to  experience  prepayments  at  rates  lower  than  those  assumed  in  establishing 
the  maturities  for  the  above  series,  payment  of  debt  service  may  depend  on 
the  use  of  funds  in  the  Mortgage  Reserve  Account  or  Debt  Service  Reserve 
Account.  However,  scheduled  principal  assumed  to  be  retired  through 
pr'epayments  may  continue  to  be  provided  from  excess  investment  income  or 
may  be  available  due  to  the  receipt  of  additional  mortgage  income  relating 
to  mortgage  loans  remaining  outstanding  which  were  assumed  to  terminate. 

Del inquencies; 

Delinquent  Single  Family  I  mortgage  loans,  as  of  June  SO,  1989,  were 
as  f o 1  lows : 

Percentage  of  Total  Loans 


Days  Delinquent  Board         Montana*       National  Average* 

30-59  1.^2           E.88             3.01 

60-89  .37             .76              .73 

90  &■  over  .78            .82              .79 
In  Possible 

Foreclosure  .48           E-EO              n/a 

■^Statistics   as   of  June   30,   1989  from   the   National   Delinquency  Survey 

prepared  by   the  Mortgage  Bankers  Association   Economics  Department.    The 

percentages   expressed  are  those  for  all  loans.   Board  loans  are  FHA  and  VA 
loans  only. 


Bond  Ca lis; 

The  Supplemental  Trust   Indentures  for   Series  1 987A ,  1987B-1   and  B-2, 

and  1988A-1   and  A-2  bonds  provide   that  mortgage  loan  prepayments   must  be 

used  to  call  certain  bond   maturities  at  least  twice  a  year,  on  April  1  and 
October  1 . 

The  following  bond  calls  have  occurred  in  the  amounts  scheduled  below: 


Call  Date 

October  1,  1988 
April  1,  1989 
October  1,  1989 


Principal  Amount 

*  150,000 
380,000 
855,000 


TOTAL 


$   725,000 
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THE  1979  INDENTURE 


On  March  SO,  1986,  the  Board  adopted  its  Resolution  No.  86-0320-Sl 
appointing  First  Interstate  Bank  of  Denver,  N.A.,  as  Successor  Trustee 
under  the  1979  Indenture. 

In  conjunction  with  the  initial  use  of  bond  proceeds  under  the  1979 
Indenture,  mortgage  loans  were  financed  which  had  twenty-five  and  thirty 
year  terms.  At  June  30,  1989,  $4,670,733  of  mortgage  loans  have  been 
financed  with  prepayments;  these  mortgage  loans  had  original  terms  of 
thirty  years. 

MORTGAGE  PORTFOLIO: 


Portfolio    Summary 

(as    of    Ji 

jine    30,     1989)  : 

Original 

Mortgage 

Number 

Principal 

Number 

Outstanding 

Loan 

of  Loans 

Balance 

of   Loans 

Principal 

Rate 

Purchased 
S,058 

Purchased 
«  88,011,12^ 

Outstandinq 
1,712 

Balance 

7.750'/. 

*   65,161,524 

9.750 

3,163 

147,1^^,150 

2,404 

107,000,655 

9.B75 

996 

49,031,607 

655 

29,697,926 

10.000 

S,026 

105,646,878 

1,358 

65,601,154 

10.375 

1,321 

66,484,029 

951 

45,132,746 

12.500 

661 

27,842,130 

111 

3,680,481 

TOTAL         10,225     $484,159,918        7,191  $316,294,486 

At  June  30,  1989,  the  percentage  of  the  total  outstanding  principal 
balance  of  mortgage  loans  insured  by  FHA  was  80'/.  and  guaranteed  by  the  VA 
was  20*/.. 


Prepayments  and  Other  Terminations : 


The 
assumed 


f o  1  ] owi  ng 
and  actual 


table   provides   current 


information   concerning   the 
experience   of  prepayments   and  other   terminations  of 
mortgage  loans  held  under  the  1979  Indenture: 


Recent  Prepayments 


Total  Prepayments 
Since  Inception 


Assumed 

Received 

6/a/88  to 

7/1/88  to 

6/1/89 

6/30/89 

Assumed 

Received 

Series 

(twelve  months) 

(twelve  months) 

to  6/1/89 

to  6/30/89 

1979A 

$2 

,772,100 

*  2,582,985 

*1^, 084, 300 

$  11,984,557 

1980A 

1^ 

,603,000 

2,736,017 

10,181,000 

12,184,105 

1982A 

-0- 

1, '^01,082 

-0- 

23,035,597 

1983A 

-0- 

2,-^28,233 

-0- 

9,520,808 

19B3B 

-0- 

3,^79,777 

-0- 

15,511,388 

1983C 

-0- 

9,036,927 

-0- 

33,240,158 

198^A 

558,539 

't,  673, 583 

2,111,272 

17,155,400 

1985A 

-0- 

2,1^5,036 

-0- 

4,832,866 

1985B 

-0- 

3,052,^^7 

-0- 

5,454,405 

TOTAL 


$4,933,639 


$31,536,087 


$26,376,572    $132,919,284 


Although  there  are  a  number  of  data  bases  available  which  provide  a 
historical  record  of  the  incidence  of  advance  terminations  for  various 
portfolios  of  mortgage  loans,  it  is  not  possible  to  predict  with  any  degree 
of  accuracy  the  amount  of  prepayments  which  the  Board  will  experience  in 
any  given  period,  due  to  the  variety  of  economic,  financial  market  and 
demographic  factors  which  affect  such  prepayments.  Pursuant  to  the 
industry,  prepayments  include  any  amount  received  or  recovered  which  is 
determined  by  the  Board  to  reduce  or  eliminate  the  principal  amount  of  a 
mortgage  loan,  other  than  scheduled  amortization  payments  applicable  to 
principal  reduction.  Should  prepayments  continue  in  the  future  at  rates 
higher  than  those  assumed  in  establishing  the  maturities  for  the  above 
issues,  the  payment  of  debt  service  on  the  bonds  may  depend  upon  the 
Board's  ability  to  use  the  resulting  funds  to  purchase  mortgage  loans  or 
other  investments  with  yields  sufficient  to  make  such  debt  service 
payments.  If  reinvestment  of  prepayments  in  mortgage  loans  or  interim 
investment  obligations  is  not  feasible,  the  Board  may  use  the  payments  to 
purchase  or  redeem  outstanding  bonds  or  for  such  other  purposes  as  are 
permitted  under  the  1979  Indenture.  To  the  extent  that  the  Board  experi- 
ences prepayments  at  rates  lower  than  those  assumed  in  establishing  the 
maturities  for  the  above  series,  payment  of  debt  service  may  depend  on  the 
use  of  funds  in  the  Mortgage  Reserve  Account  or  Debt  Service  Reserve 
Account.  However,  scheduled  principal  assumed  to  be  retired  through 
prepayments  may  be  provided  from  excess  investment  income  or  may  be 
available  due  to  the  receipt  of  additional  mortgage  income  relating  to 
mortgage  loans  remaining  outstanding  which  were  assumed  to  terminate. 
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De I i  nque nc  i^p : 

Delinquent    Single    Family    II    mortgage       loansj  as    oT    Jtine    20 1        1 '^8'' ,     wei"e 
as    f o 1 1 ows : 

Percentage   of  Total    Loans 


Days   Delinquent  Board  Montana*  National    Average* 

30-59  2.^^  E.B8  3.01 

60-89  .86  .76  .73 

90   &.  over  .91  .82  .79 
In  Possible 

Foreclosure  1.70  2.20  n/a 

■M-Sta  t  i  st  i  <:  B  as  of  June  30,  1989  from  the  National  Delinquency  Gurvey 
prepared  by  the  Mortgage  Bankers  Association  Economics  Department.  The 
percentages  expressed  are  those  for  all  loans.  Board  loans  are?  FHA  and  VA 
loans    on] y . 

Bond    Cal 1 s : 

Because  lenders  did  not  deliver  for  purchase  sufficient  18.5*/.  mortgage 
loans,  the  Board,  on  June  1,  1983,  called  for  redemption  *83. 190,000 
principal  amount  of  its  1982  Series  A  bond  issue  of  $55,000,000.  Tlie  lack 
of  demand  for  the  18.5*/.  mortgage  money  was  caused  by  a  substantial  decline 
in  mortgage  ii"iterest  rates  during  the  period  from  August  1988  through  April 
1983.  As  a  result  of  mortgage  loan  prepayments,  the  Board,  on  December  1, 
1985,  called  *3, 105,000  principal  amount,  and  on  June  1,  1986  called 
*8,'^55,000  principal  amount  of  the  1988  Series  A  Bonds. 

At  its  May  88,  1986  meeting,  the  Board  determined  to  call,  on  August 
15,  1986,  $33,373,60^  principal  amount  of  its  $75,000,000  1985  Series  B 
Bonds  which  provided  for  the  purchase  of  mortgages  with  a  9.75*/.  interest 
rate.  The  call  was  induced  by  the  non-delivery  of  mortgage  loans  for 
purchase  which,  in  turn,  was  attributable  to  a  notable  decline  in  interest 
rates  beginning  in  late  1985  and  continuing  into  1986. 

The  1985   Series  B-1   and  Series  B-2   Bonds  were  initially  issued   in  a 

short-term  mode.   The  Series  1985  B-1  Bonds  were  remarketed  on  July  1,  1986 

for  an  additional  three-month  period.  On  October  1,  1986,  the  1985  Series 
B-1  and  Series  B-8  Bonds  were  redeemed. 


1  1 


In  November,  19B6,  the  Board  passed  a  resolution  directing  staff  to 
utilize  Single  Faniilv  II  prepayments  to  call  bonds.  Since  the  adoption  of 
the  resolution,  the  Board  has  called  bonds  in  the  amounts  scheduled  below: 

Cd 1 1  Da  te  Principal  Amount 

December  1,  1986  $   7,020,000 

January  1,  1987     '  10,^90,000 

April  1,  1987  5,995,000 

June  1,  1987  18,302,629 

October  1,  1987  10,'^60,000 

December  1,  1987  3,205,000 

June  1,  1988  10,585,000 

August  1,  1988  300,000 

December  1,  1988  7,615,000 

June  1,  1989  12,665,000 

TOTAL  $  80,637,629 
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THE  198B  INDENTURE 

The  1988  Indenture,  dated  October  1,  1988,  is  a  closed  indenture  with 
one  series  of  Single  Family  Mortgage  Senior  Bonds  secured  under  it,  in  the 
aggregate  initial  amount  of  $25,000,000.  The  1988  Series  B  Bonds  were 
is'^ued  on  November  17,  1988,  and  will  be  the  only  series  under  the 
i  ndent  Lire  . 

MORTGAGE  PORTFOLIO: 

Por  tfolio  Summary  (as  of  June  30?  1989) 


Or  iginal 

Mortgage 

Number 

Principal 

Number 

Outstanding 

Loan 

of  Loans 

Balance 

of  Loans 

Principal 

Rate 

Purchased 

Purchased 
$E1,901,930 

Outstandinq 
^8^ 

Balance 

8.500*/. 

$21,8-^9,^55 

TOTAL 

^B^ 

$21,901,930 

^B^ 

$21,8^9,^55 

At  June  30,  1989,  the  percentage  of  the  total  outstanding  principal 
balance  of  mortgage  loans  insured  by  FHA  was  917,  and  guaranteed  by  VA  was 
9%. 

Prepayments  and  Other  Terminations : 

No  mortgage  loan  prepayments  were  received  or  assumed  to  be  i  eceived 
as  of  Tune  30,  1989. 

Del i  nquenc  ies : 

As  of  Tune  30,  1989,  none  of  the  ^8^  mortgage  loans  purchased  were  in 
a  delinquent  status. 
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THE  19B9  INDENTURE 

The  19S9  Indenture,  dated  March  1,  19B9,  is  a  closed  indenture  with 
one  series  of  Single  Family  Mortgage  Senior  Bonds  secured  under  it,  in  the 
aggiegate  initial  principal  amount  of  $25,000,000.  The  1989  Series  A  Bonds 
were  issued  on  April  13,  1989,  and  will  be  the  only  series  under  the 
indenture. 

MORTGAGE  PORTFOLIO: 

Portfolio  Summary  (as  of  June  30,  1989) 


Original 

Mortgage 

Number 

Principal 

Number 

Outstanding 

Loan 

of  Loans 

Balance 

of  Loans 

Principal 

Rate 

Purchased 

60 

Purchased 
*E,70E,EE^ 

Outstanding 

Balance 

8 . 770% 

60 

*E,70E,EBA 

TOTAL 

60 

$2,70E,EB^ 

60 

$E,70E,EE^ 

At  June  30,  1989,  the  percentage  of  the  total  outstanding  principal 
balance  of  mortgage  loans  insured  by  FHA  was  93*/.  and  guaranteed  by  VA  was 
7V. . 

Prepayments  and  Other  Terminations; 

No  mortgage  loari  prepayments  were  received  or  assumed  to  be  received 
as  of  June  30,  1989. 

Del inquenc i es : 

As  of  June  30,  1989,  none  of  the  60  mortgage  loans  purchased  were  in  a 
delinquent  status. 
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MULT I FAMILY  PROGRAM 

As  of  June  30,  1989,  through  its  various  programs,  the  Board  has 
financed  668  multifamily  housing  units  in  the  State.  The  Board  has  issued 
mu 1 t i f ami  1 y  bonds  and  notes  aggregating  an  initial  principal  amount  of 
*c?^, 410, 000  in  four  series  consisting  of  three  parity  issues  under  the 
Board's  1978  Multifamily  Indenture  and  one  construction  loan  note  under  a 
1980  indenture.  All  Mortgage  or  Construction  Loans  financed  under  the 
Multifamily  Program  are  or  were  insured  by  FHA .  Bond  and  note  proceeds 
were  used  to  provide  construction  financing  and  to  purchase  permanent 
multifamily  mortgage  loans  in  the  State  for  persons  and  families  of  lower 
i  ncome . 

All  multifamily  projects  of  the  Board  are  insured  by  the  Federal 
Housing  Administration  of  the  U.S.  Department  of  Housing  and  Urban 
Development  and  100*/.  of  the  occupants  of  these  projects  receive  rent 
subsidies  under  the  HUD  Section  8  program. 

The  loan  management  branch  of  the  Housing  Management  Division  of  HUD  i 
require<^i  an  annual  audit  by  an  independent  C.P.A.  on  all  project  loans  ' 
insured  by  the  FHA.  This  audit  encompasses  all  aspects  of  mortgage  debt 
including,  but  not  limited  to  cash  inflow  and  outflow,  escrow  accounts, 
reserves  for  replacement  and  surplus  cash.  In  addition,  FHA  requires  an 
annual  report  of  occupancy  under  the  terms  of  the  Annual  Contributions 
Contract  for  all  Section  8  assisted  projects.  j 

The  Board  is   furnished  a   monthly  report  by   each  Servicer  that   shows 
the   status  of   each  project  loan   including  the   respective  escrow  account  | 
1  evel  5  . 

Miles  Building  Rehabilitation  Project,  Livingston,  Montana.  The  j 
construction  financirtg  for  the  Miles  Building  Apartments  in  Livingston,  ' 
Montana  was  provided,  in  part,  from  unspent  bond  proceeds  from  the  1979 
issue  of  multifamily  bonds,  the  available  proceeds  from  the  1980  issue  of 
Construction  Loan  Notes,  and  in  part  from  excess  earnings  in  the  1978 
Multifamily  Indenture.  The  long  term  financing  for  this  project  was 
provided  by  Federal  National  Mortgage  Association. 

Cut  Bank  Hotel  Project;  Cut  Bank,  Montana.  The  construction  financing 
and  long-term  financing  for  the  Cut  Bank  Hotel  in  Cut  Bank,  Montana  was 
provided  from  excess  earnings  in  the  1978  Multifamily  Indenture. 

Delinquencies  and  Liquidations; 

There  have  been  no  significant  delinquencies  of  the  mortgage  loans 
undei   the  Multifamily  Program. 

For  a  period  of  time  during  late  1979  and  1980,  the  Crestwood  Inn 
project  was  delinquent  in  its  mortgage  payments.  During  that  period  the 
Board  took  steps  to  effect  a  change  in  ownership  to  improve  the  management 
of  this  facility  and  to  convert  the  mortgage  insurance  from  Section  231  to 
Section  221(d)(4).  With  the  change  of  ownership,  the  loan  was  brought 
current  and  has  been  current  since  then. 

18 


Initially,  the  Indenture  of  Trust,  the  Official  Statement,  and  the 
Bonds  did  not  contain  certain  language  which  specified  that  the  Board  had 
assiqned  its  obligations  under  the  Indenture  of  Trust  to  the  First  Trust 
Company  of  Montana,  as  Trustee  (the  "Trustee")  and  that  the  Trustee  had 
assumed  such  obligations,  including  the  obligation  to  create,  collect  and 
administer  funds,  accounts  or  money,  and  to  exercise  or  otherwise  enforce 
all  rights,  remedies,  responsibilities  and  obligations  of  the  Board  under 
the  Indenture  of  Trust. 

Subsequently,  the  Indenture  of  Trust  and  the  Official  Statement  were 
amended  and  new  Bonds  were  issued,  and  the  Board  has  been  advised  by  the 
law  firm  whiich  acted  as  bond  counsel  and  underwriter's  counsel  for  the 
project  that  the  revised  language  was  incorporated  in  the  amended  documents 
and  that  the  Bonds  are  pa/able  solely  from  funds  held  under  the  Indenture 
of  Trust . 


Bond  Counsel 
rev  isions . 


to  the  Board   issued  an  approving   legal  opinion  ov\       said 
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LOW  INCOME  HOUSING  TAX  CREDIT  PROGRAM 

III  Movember  of  1987,  the  Board  implemented  this  program,  which  is 
intended  to  promote  the  retention  of  existing  and  the  provision  of  new  low 
inijcjifif-  leiital  housing  through  the  use  of  federal  ta-  Ci'edits. 


Through  the  credit,  developers  and  owners  of  qualified  housing  receive 
a  t  a  >:  credit  each  yeai"  for  10  years,  based  on  the  number  of  housing  units 
pi'ovided  to  qualified  iow-income  individuals  and  families.  To  qualify  for 
the  credits,  either  20  percent  of  a  project's  units  must  be  occupied  by 
househc'lds  with  incomes  at  50  percent  or  less  of  the  median  income,  or  ^0 
percent  of  its  units  must  be  occupied  by  households  with  incomes  at  60 
percent  or  less  of  the  median  income.  The  limits  are  adjusted  for 
hou':^ehold  size.  Gross  rents  charged  for  low  income  units,  including  all 
utilities,  cannot  be  greater  than  30  percent  of  the  qualifying  income  for 
each  household  size.  Low  income  occupancy  and  rent  restrictions  must  be 
m.s  i  n  t  a  i  iit"->d  for  15  yeai  s. 

A=,  of  Tune  30,  1989,  the  Board  has  allocated  or  reserved  *1, 067, 000  of 
low  income  housing  tax  credits  to  1^  (qualifying  projects  in  the  state  whicti 
contain  311  units  of  low  income  rental  housing. 

LEGAL  MATTERS 

In  the  opinion  of  the  Board's  general  counsel,  there  is  no  litigation 
pending  that  questions  the  validity  of  any  of  the  Board's  bonds  or  the 
powe\-  and  authority  of  the  Board  to  issue  its  bonds.  There  is  no 
litigation  pending  which  would  materially  affect  the  finances  of  the  Board 
o\"  affect  the  Board's  ability  to  meet  the  debt  service  requirement  on  its 
bonds . 

RATINGS 

The  Bonds  of  the  Board  are  rated  by  Moody's  Investors  Service  Inc.  and 
Standai'd  &<  Poor's  Corporation.  The  ratings  reflect  only  the  views  of  the 
rating  agencies  aiid  an  explanation  of  the  significance  of  the  ratings  may 
be  obtained  frofTi  ttie  rating  agencies.  There  is  \'\0  assurance  that  the 
ratings  will  be  retained  for  any  given  period  of  time  or  that  the  ratings 
will  not  be  revised  downward  or  withdrawn  entirely  by  the  rating  agencies 
if,    in  their   judgment,   circumstances   so   warrant.    Any   such   downward 
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re/ision  oi'  withdrawal  of  its  ratings  would  be  likely  to  have  an  adverse 
effect  on  the  market  price  of  the  Board's  bonds.  The  Board's  boiids  have 
never  been  downgraded  and  continue  to  carry  the  same  ratings  they  have  had 
since  their  original  issuance.   These  ratings  are    as    follows: 

Moody's  Standard 

Investors  &.  Poor's 

Ser  vice  Corpor a t  ion 

SINGLE  FAMILY  MORTGAGE  BONDS 

1977  Indenture 

Aa  AA 

Aa  AA 

Aa  AA 

Aa  AA 

Aa  AA 

Aa/NR  AA/NR 

Aa  AA 

Aa  AA 

SINGLE  FAMILY  PROGRAM  BONDS 

1979  Indenture 

1979  Series  A                     Aa  AA 

1990  Series  A                     Aa  AA 

1982  Series  A                     Aa  AA 

1983  Series  A  Aa  AA 
19B3  Series  B  Aa  AA 
1983  Series  C  Aa  AA 
198^  Series  A  Aa  AA 
1985  Series  A  Aa  AA 
1985  Series  B                     Aa  AA 


1977  Series  A 

1977  Series  B 

1978  Series  A 

1987  Series  A 

[QQi    Series  B 

1987  Series 

B- 

-1 

l'^87  Series 

B- 

-P. 

1988  Series  A 

1988  Series 

A- 

-1 

1988  Series 

A- 

-3 
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STMGI.F.  rAMIlV  MORTGAGE  SENIOR  BONDS 
1988  Indenture 


I'^BR  Series  B 

1988  Series  B-1 
I9B8  Series  B-2 


NR 
NR 


AA 
AA 


1  989     Indent- Lire 


IPpo    Series    A 

19B9  Series  A-1 
1989  Ser les  A-2 


NR 
NR 


AA 
A  A 


MULTTFANTLY    flGRTGAGE    BONDS 


1'='78  Series  A 
19-79  Series  A 
1988    Series    A 


Aa 

Aa 
Aa 


MR 
NR 
NR 


ADDITIONAL  INFORMATION 

This  Annual  Information  Statement  is  subnutted  for  the  purpose  of 
providir\ci  i  tvf  orma  t  i  on  relative  to  the  Board.  Any  statements  in  this  Annual 
Information  Statement  involving  matters  of  opinion,  whether  Oi  not 
expr  e'i's  1 V  so  stated,  are  intended  ai^  such  and  riot  as  representcit  i  ons  of 
fact.  Thi  i  s  Annual  Information  Statement  i--:  not  to  be  coristrned  as  a 
contract  or  agr6?ement  between  the  Board  and  the  purchasers  or  holders  of 
any  of  its  bonds. 

FINANCIAL  STATEMENTS 

Included  in  Appendix  B  are  the  audited  financial  statements  of  the 
Boai  d  as  of  and  for  the  year  ended  June  30  ■,  1989,  together  with  the  report 
ttierenn  dated  Septembei  85,  1989  of  Junkermier,  Clark,  Carnpanel  la,  Stevens, 
P.r.  Such  aLidited  statenients  have  been  included  herein  in  reliar.ce  on  the 
report  of  stich  firm  as  experts  in  auditing  and  accounting. 
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MONTANA  BOARD  OF  HOUSING 

Report  on  Examination 
of  Financial  Statements 

Year  Ending  June  30,  1989 


MONTAMA  BOARD  OF  HOUSING 
AUDITED  FINANCIAL  STATEMENTS 
June  30,  1989 


JUNKERMIER,  CLARK,  CAMPANELLA,  STEVENS   P.C, 
Certified  Public  Accountants 
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Certified  Public  Accountants 


Board  of  Directors 
Montana  Board  of  Housing 
Helena,  Montana 

INDEPENDENT  AUDITORS'  REPORT 

We  have  audited  the  accompanying  combined  balance  sheets 
of  Montana  Board  of  Housing  as  of  June  30,  1989  and  the 
related  combined  statements  of  revenue,  expense  and 
changes  in  fund  balances,  and  combined  statements  of 
changes  in  financial  position  for  the  year  then  ended. 
These  financial  statements  are  the  responsibility  of  the 
Board's  management.  Our  responsibility  is  to  express  an 
opinion  on  these  financial  statements  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally 
accepted  auditing  standards.  Those  standards  require  that 
we  plan  and  perform  the  audit  to  obtain  reasonable  assur- 
ance about  whether  the  financial  statements  are  free  of 
material  misstatement.  An  audit  includes  examining,  on 
a  test  basis,  evidence  supporting  the  amounts  and  disclo- 
sures in  the  financial  statements.  An  audit  also  includes 
assessing  the  accounting  principles  used  and  significant 
estimates  made  by  management,  as  well  as  evaluating  the 
overall  financial  statement  presentation.  We  believe  that 
our  audit  provides  a  reasonable  basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above 
present  fairly,  in  all  material  respects,  the  combined 
financial  position  of  Montana  Board  of  Housing  as  of  June 
30,  1989  and  the  combined  results  of  its  operations,  and 
changes  in  financial  position  for  the  year  then  ended  in 
conformity  with  generally  accepted  accounting  principles. 

As  discussed  in  Note  1  to  the  combined  financial 
statements,  the  Board  of  Housing  changed  its  method  of 
accounting  for  loan  origination  fees  and  accrued  compensa- 
ted absences. 


Helena,  Montana 
September  25,  1989 

Montana  Club  Bldg.  •  P.O.  Box  1  1(h  •  Helena,  MT  S962-4  •  (406)-442-6901 


Offices  in:  (.rt-at  Falls,  .MT  ')9403  •  «)(!  (A-mral  I'la/a.  Suiic  208  •  I'C).  Box  991  •  400-'"(i  1-2820 
.MisM)ula,  .MT  598(^3  •  6(r  S  VC    Higgins  .\venuc  •  406-S49 -iHS 


MONTANA  BOARD  OF  HOUSING 
COMBINED  BALANCE  SHEETS 
June  30,  1989 


ASSETS 
ASSETS 

Cash  and  investments 
Mortgage  loans  receivable 
Real  estate  owned 
Interest  receivable 

Mortgage  loans  receivable 

Investments 
Deferred  bond  issuance  cost,  net 
Due  from  other  funds 
Fixed  assets,  net  of  accumulated 

depreciation  of  $105,537  in 

1989  and  $76,227  in  1988 
Prepaid  expense 

Totals 

LIABILITIES  AND  FUND  BALANCES 


Single  Family 

Mortgage 
Program  Funds 


$160,415,412 

432,207,653 

1,093,473 

4,255,291 

3,064,382 

9,321,646 

12,776 


Multifamily 
Mortgage 
Program  Funds 


$   4,311,008 
13,306,515 


89,684 

108,153 

353,552 

2,837 


$610.370.633     $  18.171.749 


LIABILITIES 

Accounts  payable 

Accrued  interest  on  bonds  payable 

Due  to  other  funds 

Bonds  payable,  net 

Accrued  compensated  absences 


$     190,574     $ 

5,604,378  451,114 


553,111,617 


14,706,943 


FUND  BALANCES 

Reserved  fund  balances 
Designated  fund  balances 


Totals 


558.906.569 


51,464,064 


51.464.064 


15.158.057 


3,013,692 


3.013.692 


$610.370.633     $  18.171.749 


See  the  accompanying  independent  auditors'  report  and  the  notes, 
which  are  an  integral  part  of  these  financial  statements. 
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MONTANA  BOARD  OF  HOUSING 
COMBINED  BALANCE  SHEETS 
June  30,  1989 


Bondholder 
Reseirve 
Funds 


Housing 
Trust 
Funds 


Financial 

Program 

Funds 


Combined  Totals 


1989 


1988 

Memorandum 

Only 


$   1,583,152   $ 


10,527 


185,402   $166,494,974   $148,776,691 

445,514,168    442,416,760 

1,093,473        769,131 


200 


4,344,975 

3,183,262 

9,675,198 

15,613 


4,740,765 

2,490,109 

9,891,786 

271,544 


$   1.593.679   5_ 


57,689 
7.659 


57,689 
7.659 


85,599 


250.950   $630.387.011   $609.442.385 


152,396 
15,613 
35.342 


$     342,970 

6,055,492 

15,613 

567,818,560 

35.342 


$     332,608 

5,126,348 

271,544 

552,936,225 


203.351    574.267.977    558.666.725 


1.593.679 
1.593.679 


$   1.593.679   i. 


47.599 


47.599 


54,477,756 
1.641.278 

56.119.034 


49,266,393 
1,509.267 

50.775.660 


250.950   $630.387.011   $609.442.385 


See  the  accompanying  independent  auditors'  report  and  the  notes, 
which  are  an  integral  part  of  these  financial  statements. 
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MONTANA  BOARD  OF  HOUSING 
COMBINED  STATEMENTS  OF  REVENUE,  EXPENSE  AND  CHANGES  IN  FUND  BALANCES 

Year  ended  June  30,  1989 


REVENUE 

Interest  income  on  mortgage 

loans  receivable 
Interest  income  on  investments 
Fees 

Investment  gain 
Other  revenue 


EXPENSE 

Interest 
Servicer  fees 

Amortization  of  bond  issuance  cost 
General  and  administrative 
General  and  administrative 
allocation 


EXCESS  REVENUE  (EXPENSE)  BEFORE 
EXTRAORDINARY  ITEM 

EXTRAORDINARY  ITEM 

EXCESS  REVENUE  (EXPENSE) 

FUND  BALANCES  AT  BEGINNING  OF  YEAR 
Reserved  fund  balances 
Designated  fund  balances 
Transfer  of  fund  balances  (to)  from 
other  funds 


Single  Family 

Mortgage 
Program  Funds 


$  40,336,016 

14,802,823 

77,943 

22,896 

9.353 

55.249.031 


46,722,404 

1,549,961 

707,954 


936.205 
49.916.524 
5,332,507 
(410.201) 


4,922,306 


46,541,758 


Multifamily 
Mortgage 
Program  Funds 


$   1,079,764 
340,522 


1,188 


1.421.474 


1,078,022 

16,623 

15,598 

10 


22.164 


1. 132.417 
289,057 


289,057 


2,724,635 


FUND  BALANCES  AT  END  OF  YEAR 
Reserved  fund  balances 
Designated  fund  balances 


51,464,064 


3,013,692 


See  the  accompanying  independent  auditors'  report  and  the  notes, 
which  are  an  integral  part  of  these  financial  statements. 
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MONTANA  BOARD  OF  HOUSING 
COMBINED  STATEMENTS  OF  REVENUE,  EXPENSE  AND  CHANGES  IN  FUND  BALANCES 

Year  ended  June  30,  1989 


Bondholder 
Reserve 
Funds 


Housing 
Trust 
Funds 


Financial 

Program 

Funds 


Combined  Totals 


1989 


1988 

Memorandum 

Only 


124,362 


124.362 


8,336 


8.336 


2,589 
28,835 


31.424 


$  41,415,780 

15,278,632 

106,778 

24,084 

9.353 

56.834.627 


42,052,149 

12,833,350 

575,603 

2,946,964 


58.408,066 


124,362 


124,362 


8,336 


8,336 


990,480 
(958.369) 


32.111 


(687) 


(687) 


47,800,426 

1,566,584 

723,552 

990,490 


51.081.052 
5,753,575 
(410.201) 


5,343,374 


46,973,831 

1,640,448 

903,675 

894,279 


50.412.233 
7,995,833 
(467.357) 


7,528,476 


1,460,981 
(1.585.343) 


1.585.343 


48,286 


49,266,393 
1,509,267 


41,836,158 
1,411,026 


$   1.593.679 


54,477,756     49,266,393 
47.599   $   1.641.278   $   1.509.267 


See  the  accompanying  independent  auditors'  report  and  the  notes, 
which  are  an  integral  part  of  these  financial  statements. 
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MONTANA  BOARD  OF  HOUSING 

COMBINED  STATEMENTS  OF  CHANGES  IN  FINANCIAL  POSITION 

Year  ended  June  30,  1989 


Single  Family 

Mortgage 
Program  Funds 


SOURCES  OF  CASH  AND  INVESTMENTS 
Provided  from  operations: 
Excess  revenue  before 

extraordinary  item  $ 

Add  (deduct)  non  cash  items: 

Amortization  of  bond  premiums, 
discounts,  issuance  cost, 
mortgage  discounts  and  com- 
mitment fees  -  net 
Depreciation 
(Increase)  decrease  in 
Interest  receivable: 

Mortgage  loans  receivable 
Investments 
Prepaid  expense 
Increase  (decrease)  in: 
Accounts  payable 
Accrued  interest  on  bonds 

payable 
Accrued  compensated  absences 
(Increase)  decrease  in  due  from 

other  funds 
Increase  (decrease)  in  due  to 

other  funds 
Cash  and  investments  provided 
(used)  from  operations  before 
extraordinary  item 

Extraordinary  item 

Cash  and  investments  provided 
(used)  from  operations 

Mortgage  loan  receivable  payments: 
Scheduled 
Prepaid 

Proceeds  from  bond  sales 

Transfer  from  other  funds 


USES  OF  CASH  AND  INVESTMENTS 
Retirement  of  bonds 

Purchase  of  mortgage  loans  receivable 
Bond  issuance  cost  paid 
Transfer  to  other  funds 
Purchase  of  fixed  assets 

Increase  (decrease)  in  cash  and 
investments 


5,332,507 


4,304,266 


325,296 
(709,188) 


(14,498) 
931,997 

163,702 

10,334,082 
(410.201) 

9,923,881 

6,945,557 
34,771,835 
50,000,000 

101.641.273 

38,815,000 

44,553,436 

933,745 

84.302.181 
17,339,092 


Cash  and  investments  beginning 

of  year  143.076.320 

CASH  AND  INVESTMENTS  END  OF  YEAR         $  160.415.412 


Multifamily 
Mortgage 
Program  Funds 


289,057 


13,786 


(10,191) 
(33,582) 


(2,855) 

(2,837) 
(137.359) 


116,019 


116,019 
95,960 


211.979 


115,000 


115.000 


96,979 


4  .  214 . 029 
4.311.008 


See  the  accompanying  independent  auditors'  report  and  the  notes, 
which  are  an  integral  part  of  these  financial  statements. 
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MONTANA  BOARD  OF  HOUSING 

COMBINED  STATEMENTS  OF  CHANGES  IN  FINANCIAL  POSITION 

Year  ended  June  30,  1989 

Combined  Totals 

Bondholder       Housing      Financial  1988 

Reserve         Trust        Program  Memorandum 

Funds  Funds         Funds         1989  Only 


124,362 


8,336   $ 


(687)  $   5,753,575   $   7,995,833 


29,310 


4,318,052 
29,310 


4,012,008 
30,123 


59,092 


(10,527) 


1,051 
(7,659) 

68,498 
35,342 

(23.506) 


315,105 
(693,154) 
(7,659) 

54,000 

929,142 
35,342 

160,865 

(160.865) 


(9,304) 
70,370 


(134,235) 
633,402 

139,716 
(139.716) 


183,454 


(2,191) 


102,349 


10,733,713 
(410.201) 


12,598,197 
(467.357) 


183,454 


183.454 


(2,191) 


1.585.343 
1.583.152 


102,349 


10,323,512 

7,041,517 
34,771,835 
50,000,000 

1.585.343 


102.349    103.722.207 


12,130,840 

6,369,363 
36,448,803 
39,961,543 


94.910.549 


1,585,343 


1.585.343 
(1,401,889) 


1,583,152 


1.400 


1.400 


100,949 


38,930,000 

44,553,436 

933,745 

1,585,343 

1.400 

86.003.924 
17,718,283 


41,335,000 

38,547,450 

952,758 


80.835.208 
14,075,341 


1.401.889 


$   1.583.152   5_ 


84.453    148.776.691    134.701.350 


185.402   $166.494.974   $148.776.691 


See  the  accompanying  independent  auditors'  report  and  the  notes, 
which  are  an  integral  part  of  these  financial  statements. 
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MONTANA  BOARD  OF  HOUSING 
NOTES  TO  COMBINED  FINANCIAL  STATEMENTS 
June  30,  1989 


SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

Organization: 

The  Montana  Board  of  Housing  is  a  quasi- judicial  board  created 
in  1975  by  the  Legislative  Assembly  of  the  State  of  Montana  to 
facilitate  the  availability  of  decent,  safe  and  sanitary 
housing  to  persons  and  families  of  lower  income.  The  Board  is 
authorized  to  issue  negotiable  notes  and  bonds  to  fulfill  its 
purposes.  The  total  amount  of  notes  and  bonds  outstanding  at 
any  one  time  may  not  exceed  $975,000,000.  The  discount  price 
of  bonds  sold,  not  the  face  amount  of  the  bonds,  counts 
against  this  statutory  ceiling.  Neither  the  faith  and  credit 
nor  taxing  power  of  the  State  of  Montana  may  be  pledged  to  the 
payment  of  amounts  so  issued.  The  Board  of  Housing  is  attach- 
ed to  the  Department  of  Commerce  for  administrative  purposes. 

Basis  of  Accounting: 

The  Board  utilizes  the  accrual  basis  of  accounting  wherein 
revenue  is  recognized  when  earned  and  expense  when  incurred. 

Reporting  Entity: 

In  accordance  with  governmental  accounting  and  financial 
reporting  standards  there  are  no  component  units  to  be 
included  within  the  Board  of  Housing  as  a  reporting  agency. 
The  Board  of  Housing  is  includable  as  a  component  unit  within 
the  State  of  Montana  financial  statements. 

Fund  Accounting: 

To  ensure  observance  of  limitations  and  restrictions  placed  on 
the  use  of  resources  by  the  trust  indentures,  the  Board  of 
Housing  accounts  and  funds  are  organized  in  accordance  with 
the  principles  of  fund  accounting.  This  is  the  procedure  by 
which  resources  are  classified  for  accounting  and  reporting 
purposes  into  funds  established  according  to  their  nature  and 
purpose  as  described  in  the  trust  indentures.  The  operations 
of  each  fund  are  accounted  for  by  providing  a  separate  set  of 
self  balancing  accounts  which  are  comprised  of  each  fund's 
assets,  liabilities,  fund  balance,  revenue  and  expense.  The 
Board's  funds  are  classified  as  proprietary  funds,  that  is, 
funds  that  are  financed  and  operated  in  a  manner  similar  to 
private  business  enterprises,  where  the  intent  of  the  Board  is 
that  the  expenses  of  meeting  its  organizational  purpose  be 
financed  or  recovered  primarily  through  user  charges  and 
investment  earnings,  and  the  periodic  determination  of  revenue 
earned  and  expense  incurred  as  appropriate  for  capital  mainte- 
nance, public  policy,  management  control,  accountability  and 
other  purposes.  Reserved  fund  balances  represent  bond  program 
funds  that  must  be  used  for  program  purposes  as  prescribed  by 
individual  program  indentures.  Designated  fund  balances 
represent  funds  that  are  reserved  to  enhance  bondholder 
security,  to  finance  in  whole  or  in  part  future  housing  needs, 
for  establishment  of  new  programs  and  to  provide  for  continu- 
ing operations  as  prescribed  by  the  Montana  Board  of  Housing. 
The  following  is  a  description  of  the  Board's  individual 
funds: 
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MONTANA  BOARD  OF  HOUSING 
NOTES  TO  COMBINED  FINANCIAL  STATEMENTS  (Continued) 

June  30,  1989 


1.   SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES  (Continued) 

SINGLE  FAMILY  MORTGAGE  PROGRAM  FUNDS; 

These  funds,  established  under  four  separate  trust  indentures 
adopted  on  various  dates  are  prescribed  for  accounting  for  the 
proceeds  from  the  sale  of  Single  Family  Mortgage  Bonds  and  the 
debt  service  requirements  of  the  bond  indebtedness.  Activi- 
ties of  these  funds  are,  in  general,  restricted  to  the  pur- 
chase of  eligible  single  family  mortgage  loans.  The  mortgage 
loans  must  be  insured  by  the  Federal  Housing  Administration  or 
guaranteed  by  the  Veterans  Administration. 

The  accompanying  June  30,  1989,  financial  statements  present 
the  total  combined  Single  Family  Mortgage  Program  Funds  in  one 
column.  The  assets  of  each  individual  Single  Family  Program 
Fund  are  restricted  by  the  Fund's  respective  trust  indenture, 
therefore,  the  combined  totals  do  not  indicate  that  the 
combined  Single  Family  Program  Funds'  assets  are  available  in 
any  manner  other  than  provided  for  in  the  individual  trust 
indentures.  The  individual  Single  Family  Program  Funds  are 
identified  in  the  notes  to  the  combined  financial  statements 
as  follows: 

Number  of  Trust  Indenture 

Bond  Issues  Adopted  Dates 

Single  Family  I  Program  Funds     Nine  March  10,  1977 

Single  Family  II  Program  Funds     Six  August  16,  1979 

Single  Family  III  Program  Funds    One  October  1,  1988 

Single  Family  IV  Program  Funds    One  March  1,  1989 

MULTIFAMILY  MORTGAGE  PROGRAM  FUNDS; 

These  funds,  established  under  a  trust  indenture  adopted 
February  23,  1978  and  amended  June  26,  1979  and  May  27,  1982, 
are  prescribed  for  accounting  for  the  proceeds  from  the  sale 
of  Multifamily  Mortgage  Bonds,  the  debt  service  requirements 
of  the  bond  indebtedness,  and  for  the  construction  and  perm- 
anent mortgage  loans  on  multifamily  developments  being  financ- 
ed from  the  bond  proceeds.  The  mortgage  loans  must  be  insured 
by  the  Federal  Housing  Administration. 
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MONTANA  BOARD  OF  HOUSING 
NOTES  TO  COMBINED  FINANCIAL  STATEMENTS  (Continued) 

June  30,  1989 


1.   SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES  (Continued) 

Fund  Accounting  (Continued) : 
BONDHOLDER  RESERVE  FUNDS; 

The  Bondholder  Reserve  Funds  are  designated  funds  transferred 
from  the  Financial  Program  Funds  and,  established  as  a 
separate  fund  by  a  resolution  of  the  Montana  Board  of  Housing, 
adopted  June  11,  1987.  The  Bondholder  Reserve  Fund  was 
created  in  order  to  provide  for  enhanced  bondholder  security. 
Uses  are  restricted  to  Single  Family  I  Program  purposes  or 
other  uses  as  determined  by  the  Montana  Board  of  Housing.  The 
Bondholder  Reserve  Funds  were  transferred  to  the  Housing  Trust 
Fund  June  9,  1989,  per  a  Board  of  Housing  resolution  adopted 
February  16,  1989,  therefore,  terminating  the  Bondholder 
Reserve  Fund. 

HOUSING  TRUST  FUNDS; 

The  Housing  Trust  Funds  are  designated  funds  transferred  from 
the  Bondholder  Reserve  Funds  and  established  as  a  separate 
trust  fund  by  a  resolution  of  the  Montana  Board  of  Housing, 
adopted  February  16,  1989.  The  Housing  Trust  Fund  was  created 
to  finance  in  whole  or  in  part  future  housing  needs  and  the 
establishment  of  new  programs  as  deemed  necessary  by  the 
Board,  including,  but  not  limited  to,  the  Reverse  Annuity 
Mortgage  Program  to  be  established  pursuant  to  the  authority 
given  the  Board  by  Senate  Bill  115  of  the  Fifty-First  Montana 
Legislature,  and  any  loans  or  grant  projects  that  will  provide 
housing  for  lower  income  persons  and  families  with  special 
housing  needs.  The  Board  recognizes  that  the  Housing  Trust 
Fund  is  also  available  generally  as  security  for  bondholders 
relying  on  the  Board's  pledge  of  its  general  obligation. 

FINANCIAL  PROGRAM  FUNDS; 

The  Financial  Program  Funds  are  designated  funds  established 
by  a  resolution  of  the  Montana  Board  of  Housing  adopted  August 
14,  1981.  The  Financial  Program  Funds  are  restricted  to 
program  purposes  as  determined  by  the  Montana  Board  of  Housing 
and  the  funds  collateralize  general  obligations  of  the  Board. 
The  Financial  Program  Funds  are  generally  used  for  general  and 
administrative  operating  expenses  of  the  Board's  programs. 
These  general  and  administrative  operating  expenses  are  then 
allocated  to  the  specific  program  funds  based  upon  direct 
expenses.  The  indirect  expenses  are  allocated  based  upon  the 
relationship  that  direct  expenses  bear  to  total  direct 
expenses. 

Combined  Totals: 

The  accompanying  June  30,  1989,  financial  statements  "Combined 
Totals"  columns  contain  the  totals  of  the  similar  accounts  of 
all  funds  of  the  Board.  Since  the  assets  of  certain  funds  are 
restricted  by  trust  indentures,  the  totals  are  for  convenience 
only  and  do  not  indicate  that  the  combined  assets  are  avail- 
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MONTANA  BOARD  OF  HOUSING 
NOTES  TO  COMBINED  FINANCIAL  STATEMENTS  (Continued) 

June  30,  1989 


1.   SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES  (Continued) 

Combined  Totals  (Continued) : 

able  in  any  manner  other  than  provided  for  in  the  trust 
indentures  or  as  designated  by  Board  resolutions.  The  totals 
for  1988,  labeled  "Memorandum  Only"  represent  summarized 
totals  of  all  funds  and  are  for  comparative  purposes  only. 

Change  in  Accounting  Principles: 

Effective  July  1,  1988,  for  mortgages  purchased  with  Single 
Family  III  and  Single  Family  IV  Mortgage  Program  Funds,  the 
Board  prospectively  changed  its  method  of  accounting  for 
reservation  fees  and  mortgage  discounts  to  conform  with  the 
recent  pronouncement  of  the  Financial  Accounting  Standards 
Board  (FASB)  No.  91,  "Accounting  for  Nonrefundable  Fees  and 
Costs  Associated  with  Originating  or  Acquiring  Loans  and 
Initial  Direct  Costs  of  Leases".  Under  the  new  accounting 
method,  reservation  fees  and  mortgage  discounts  are  amortized 
over  the  life  of  the  mortgage  loans  using  the  interest  method 
as  an  adjustment  of  yield.  There  is  no  cumulative  effect  on 
beginning  reserved  fund  balances,  since  the  Pronouncement  has 
been  applied  prospectively.  The  effect  of  the  change  was  to 
decrease  1989  combined  excess  revenue  before  and  after  extra- 
ordinary item  by  $440,831  for  unamortized  reservation  fees 
(commitment  fees  per  FASB  No.  91) .  The  effect  of  using  the 
interest  method  for  amortizing  mortgage  discounts  versus  the 
previous  accounting  method  of  amortizing  mortgage  discounts 
over  the  remaining  life  of  the  mortgage  loans  was  not  material 
for  1989. 

In  1989  the  Board  retroactively  changed  its  method  of 
accounting  for  accrued  compensated  absences  from  the  cash 
method  to  the  accrual  method.  The  Board  has  not  accounted  for 
the  change  in  accounting  principal  as  a  cumulative  effect 
adjustment  on  the  face  of  the  combined  statement  of  revenue 
and  expense  as  the  adjustment  is  not  material  to  the  financial 
statements  as  a  whole.  The  cumulative  effect  of  applying  the 
new  accounting  principal  on  the  1989  financial  statements  was 
to  decrease  combined  excess  revenue  before  and  after  extraor- 
dinary item  by  $35,342  of  which  $32,806  represented  prior 
periods  accrued  compensated  absences.  The  accrued  compensated 
absences  expensed  in  1989  have  been  classified  in  general  and 
administrative  expense. 

Cash  and  Investments: 

The  Board's  bond  trust  indentures  restrict  investment   obliga- 
tions to  any  of  the  following,   which  at  the  time  are   legal 
investments  for  fiduciaries  under  the  laws  of  the  State  of 
Montana: 

U.S.  Treasury,  U.S.  agencies,  direct  obligations  of  the 
State  or  any  political  subdivision  of  the  State  rated  in 
either  of  its  two  highest  rating  categories  by  a  nationally 
recognized  bond  rating  agency,  public  bonds  and  notes  fully 
secured  as  to  payment  of  principal  and  interest  by  a  pay- 
ment agreement  with   the  United  States   of  America, 
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MONTANA  BOARD  OF  HOUSING 
NOTES  TO  COMBINED  FINANCIAL  STATEMENTS  (Continued) 

June  30,  1989 


1.   SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES  (Continued) 
Cash  and  Investments  (Continued) : 

repurchase  agreements  with  U.S.  Treasury  or  U.S.  agency 
obligations  as  the  underlying  securities,  and  certificates 
of  deposit  with  Federal  Reserve  System  member  banks  or  any 
Federal  Savings  and  Loan  Insurance  Corporation  member 
savings  and  loan  association  with  U.S.  Treasury  or  U.S. 
agency  obligations  as  collateral  to  the  extent  not  insured. 

Investments,  which  are  generally  intended  to  be  held  to  matur- 
ity, are  reported  at  amortized  cost.  Investment  premiums  or 
discounts  of  $1,000  or  more  are  amortized  using  the  straight- 
line  method  over  the  life  of  the  investment.  Short  term 
discount  investments  are  reported  at  cost. 

Mortgage  Loans  Receivable: 

Permanent  mortgage  loans  receivable  are  carried  at  their 
uncollected  principal  balances,  adjusted  for  unamortized 
mortgage  discounts  and  commitment  fees  (reservation  fees  per 
the  Board) .  Mortgage  discounts  and  commitment  fees  are 
amortized  using  the  interest  method  over  the  life  of  the 
mortgage  loans  for  mortgages  purchased  with  Single  Family  III 
and  Single  Family  IV  Mortgage  Program  Funds  and  accreted  to 
interest  income  on  mortgages.  Mortgage  discounts  for  all 
other  program  funds  are  amortized  over  the  remaining  life  of 
the  mortgage  loans  and  accreted  to  interest  income  on  mort- 
gages. 

Foreclosed  property  represents  the  uncollected  principal 
balance  of  foreclosed  loans,  net  of  insurance/ guaranty  pay- 
ments applied  to  the  principal.  Real  estate  owned  represents 
real  property  conveyed  to  the  Board  as  part  of  the  insurance/ 
guaranty  settlement.  Foreclosed  property,  net  of  insurance/ 
guaranty  payments,  is  included  in  mortgage  loans  receivable. 
Real  estate  owned  has  been  classified  separately  on  the 
combined  balance  sheets,  net  of  guaranty  and  sales  proceeds. 

The  Board  uses  the  direct  write  off  method  for  uncollectible 
mortgage  loans  receivable  balances.  No  allowance  for  uncol- 
lectible loans  has  been  determined  to  be  required  for  the 
portion  of  the  receivables  which  are  not  insured  or  guaran- 
teed. 

Interest  Receivable  -  Mortgage  Loans  and  Foreclosed  Property: 

Interest  is  accrued  based  upon  the  amount  of  outstanding 
mortgage  loan  principal.  Not  more  than  six  (6)  months  inter- 
est is  accrued  or  recognized  as  income  on  loans  in  arrears  or 
under  some  phase  of  liquidation. 

Interest  was  accrued  on  all  foreclosed  property  in  1988  from 
the  last  interest  "paid  to"  date  to  the  date  of  the  first 
insurance/guaranty  proceeds  check.  Interest  accrues  on  fore- 
closed property,  except  real  estate  owned,  in  1989  as  in  1988. 
Interest  accrues  on  real  estate  owned  in  1989,  from  the  last 
interest  "paid  to  date"   to  the  trustee  sale  date  of  the  fore- 
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MONTANA  BOARD  OF  HOUSING 
NOTES  TO  COMBINED  FINANCIAL  STATEMENTS  (Continued) 

June  30,  1989 


SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES  (Continued) 

Interest  Receivable   -  Mortgage  Loans  and   Foreclosed   Property 

(Continued) : 

closed  property.  Interest  receivable  is  carried  net  of  insur- 
ance/guaranty proceeds  collected  and  applied  to  interest 
receivable. 

The  Board  uses  the  direct  write  off  method  for  uncollectible 
interest  receivable.  No  allowance  for  uncollectible  interest 
receivable  has  been  determined  to  be  required  for  the  portion 
of  the  receivables  which  are  not  insured.  Interest  receivable 
may  include  two  months  of  FHA  interest  that  is  uncollectible 
if  the  property  is  foreclosed  on. 

Servicer  Fees: 

The  Board  incurs  mortgage  loan  service  fees  with  participating 
loan  servicers.  The  service  fees  are  based  upon  individual 
outstanding  monthly  mortgage  loan  principal  balances,  and  paid 
only  when  the  mortgagor's  full  monthly  payment  is  collected. 

Fixed  Assets: 

Fixed  assets  are  recorded  at  cost  and  depreciation  is  computed 
using  the  straight-line  basis  over  estimated  useful  lives  of  3 
to  10  years.  The  majority  of  the  fixed  assets  consists  of 
computers  and  software. 

Fee  Income: 

Fees  collected  as  reimbursement  for  costs  incurred  in  develop- 
ing and  implementing  the  programs  of  the  Board  and  for  other 
specific  services  are  recorded  as  income  in  the  period  receiv- 
ed. Reservation  fees  (commitment  fees)  collected  in  connec- 
tion with  Single  Family  I  and  Single  Family  II  Program  Mort- 
gages are  recorded  as  income  in  the  period  received  as  fee 
revenue.  Reservation  fees  associated  with  single  family  III 
and  Single  Family  IV  Program  Mortgages  have  been  deferred  and 
amortized  using  the  interest  method  over  the  life  of  the 
mortgage  loans  and  accreted  to  interest  income.  These 
reservation  fees  are  classified  as  commitment  fees  per  FASB 
No.  91. 

Amortization  of  Bond  Premiums  and  Discounts: 

Bond  premiums  and  discounts  are  being  amortized  or  accreted  to 
interest  expense,  using  the  interest  method,  over  the  life  of 
the  bonds  to  which  they  relate. 

Accretion  of  Capital  Appreciation  Bonds  (CAB) : 

CABs  are  reported  at  accreted  value  using  the  compounded  value 
as  set  forth  in  the  supplemental  trust  indenture,  over  the 
life  of  the  bonds.  The  accreted  amount  is  reported  as  inter- 
est expense  on  bonds. 

Accretion  of  Postponed  Revenue  on  Future   Income  Tax  Exempt 

Securities  Bonds  (PROFITS) : 

PROFIT  bonds  are  reported  at  accreted  value  using  the  com- 
pounded value  until  the  bonds  reach  face  value  at  which  time 
they  convert  to  coupon  bonds  as  set  forth  in  the  supplemental 
trust  indenture.  The  accreted  amount  is  reported  as  interest 
expense  on  bonds. 


MONTANA  BOARD  OF  HOUSING 
NOTES  TO  COMBINED  FINANCIAL  STATEMENTS  (Continued) 

June  30,  1989 


SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES  (Continued) 

Amortization  of  Bond  Issuance  Cost: 

Bond  issuance  costs,  including  underwriter  discounts, 
being  amortized  using  the  bonds  outstanding  method  over 
life  of  the  bonds. 


are 
the 


Bonds  Payable  -  Net: 

Bonds  payable  are  reported  at  net  of 
standing,  adjusted  for  unamortized 
discounts. 


unpaid  principal   out- 
bond  premiums,    and 


Compensated  Absences: 

The  Board's  employees  earn  vacation  leave  ranging  from  15-24 
days  depending  on  the  employee's  years  of  service.  Vacation 
leave  may  be  accumulated  to  a  total  not  to  exceed  two  times 
the  maximum  number  of  days  earned  annually.  Sick  leave  is 
earned  at  the  rate  of  12  days  per  year  with  no  limit  on 
accumulation.  Upon  retirement  or  termination,  an  employee  is 
paid  for  100%  of  unused  vacation  leave  and  25%  of  unused  sick 
leave. 

CASH  AND  INVESTMENTS 

The  following  discloses  deposits  which  either  are  FDIC  insured  or 
trustees  and  co-trustees  hold  collateral  for: 

June  30.  1989 


FDIC 

FUND 

TOTAL 

INSURED 
$1,140,358 

COJ 
t 

.LAT 

ERALIZED 

Single  Family  I  Program  Funds 

$1,140,358 

. 

Single  Family  II  Program  Funds 

1,947,154 

1,947,154 

■ 

Single  Family  III  Program  Funds 

(1.896) 

(1,896) 

- 

Single  Family  IV  Program  Funds 

64 

64 

. 

Total  Single  Family  Program 

Funds 

3,085,680 

3,085,680 

- 

Hultifamily  Program  Funds 

229,677 

16,094 

213,583 

Housing  Trust  Funds 

3,777 

3,777 

- 

Financial  Program  Funds 

843 
$3,319,977 

843 

$3,106,394 

. 

Combined  totals 

$_ 

213.583 

June  30.  1988  (Memorandum 

On 

^Y) 

FDIC 

FUND 

TOTAL 

INSURED 
$   700,945 

COl 

s 

.LAT 

ERALIZED 

Single  Family  I  Program  Funds 

$   700,945 

. 

Single  Family  II  Program  Funds 

2,352,288 

2,246,072 

106,216 

Hultifamily  Program  Funds 

679,072 

20,215 

658,857 

Bondholder  Reserve  Program  Funds 

450 

450 

- 

Financial  Program  Funds 

851 
$3,733,606 

851 
$2,968,533 

Combined  totals 

$ 

765.073 
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MONTANA  BOARD  OF  HOUSING 
NOTES  TO  COMBINED  FINANCIAL  STATEMENTS  (Continued) 

June  30,  1989 


2.   CASH  AND  INVESTMENTS  (Continued) 

In  addition  to  the  above  deposits,  the  Board  had  the  following 
cash  on  hand,  representing  U.S.  Treasury  checks  in  transit  to 
trustees  and  deposits  with  the  State  Treasurer  in  the  Financial 
Program  Funds. 

1988 
Memorandum 
1989  Only 

$   479,267 

55.628 

Totals  $   898.537     $   534.895 


Cash  on  hand-Single  Family  Program  Funds  $   745,599 
Deposits  with  State  Treasurer  -  Financial 

Program  Funds  152  .938 


The  Board's  investments  at  June   30,  1989  and  1988,  consisted 
uninsured  and  unregistered  investments  which  were  held  by 
trustees   in  the   Board's  name 
government  accounting  standards) : 


as   follows   (category   2 


of 
the 
per 


U.S.  Treasury 
U.S.  Agency 
Repurchase  agreements 


1989 


Carrying 
Amount 
$  81,276,946 
55,159,310 
25.840.204 


Market 
Value 


$  90,335,503 
55,517,652 
26.822.349 


1988 
Memorandum  Only 


Carrying 
Amount 
$  79,589,548 
64,918,642 


Market 
Value 


$  85,428,775 
64,759,223 


Totals 


$162.276.460 


$172.675.504 


$144,508,190 


$150,187,998 


The  following  discloses  the  1989  investments  by  funds: 


1989 


Single  Family  I  Program  Funds 
Single  Family  II  Program  Funds 
Single  Family  III  Program  Funds 
Single  Family  IV  Program  Funds 

Total  Single  Family  Program  Funds 
Multifamily  Program  Funds 
Housing  Trust  Funds 
Financial  Program  Funds 

Combined  totals 


Carrying       Market 

Amount         Value 

$  21,365,125 

109,378,804 

3,503,312 

22.336.892 

156,584,133 

4,081,331 

1,579,375 

31.621 

$162.276.460   $172.675.504 


$  22,134,821 

118,007,446 

3,596,618 

23.225.732 

166,964,617 

4,099,227 

1,580,039 

31.621 


The  Board  has  repurchase  agreements  with  the  following  investment 
agreement  providers  for  1989: 
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MONTANA  BOARD  OF  HOUSING 
NOTES  TO  COMBINED  FINANCIAL  STATEMENTS  (Continued) 

June  30,  1989 


CASH  AND  INVESTMENTS  (Continued) 

Single  Family  III  Mortgage  Program  Funds; 


Interest 
Rates 

Interest 
Maturity 
Dates 

8.3% 
7.30%  &  8.30% 

4-1  &  10-1 
4-1  &  10-1 

IS  . 

10.375% 
9.0% 
8.0% 

4-1  &  10-1 
4-1  &  10-1 
4-1  &  10-1 

Goldman-Sachs  &  Co. 
Citicorp 

Single  Family  IV  Mortgage  Program  Funds 

Morgan  Stanley 
Morgan  Guaranty 
Citicorp 

All  repurchase  agreements  were  fully  collateralized  with 
securities  and  cash  held  by  the  provider  and  confirmed  by  the 
trustee  as  required  by  the  bond  indentures.  Repurchase 
agreements  for  Single  Family  IV  Mortgage  Program  Funds  also  pay 
interest  on  redemption  of  principal. 

Portions  of  cash  and  investments  are  restricted  to  uses  specified 
by  applicable  bond  indentures.  Amounts  are  restricted  as  fol- 
lows: 

June  30.  1989 


Debt  service  reserve 
Mortgage  reserve 

Totals 


Single  Family 

I  Mortgage 
Program  Funds 


Single  Family 

II  Mortgage 
Program  Funds 


9,442,600   $ 
1.181.500   _ 


44,592,539 
3.528.948 


Multifamily 
Mortgage 
Program  Funds 

$    1,150,000 
275.840 


$   10.624.100   $   48.121.487   $    1.425.840 


Debt  service  reserve 


June  30,  1989 


Single  Family  Single  Family   Total  Single 

III  Mortgage  IV  Mortgage   Family  Mortgage 

Program  Funds  Program  Funds   Program  Funds 

$    1.750.000  $    1.750.000   $   57.535.139 


Debt  service  reserve 
Mortgage  reserve 

Totals 


June  30.  1988  (Memorandum  Only) 


Single  Family 

I  Mortgage 
Program  Funds 

$    9,442,600 
810. 100 


Single  Family 

II  Mortgage 
Program  Funds 

$   49,998,278 
3.837.962 


Multifamily 
Mortgage 
Program  Funds 

$    1,150,000 

275.840 


$   10.252.700   $   53.836.240   S    1.425.840 
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MONTANA  BOARD  OF  HOUSING 
NOTES  TO  COMBINED  FINANCIAL  STATEMENTS  (Continued) 

June  30,  1989 


MORTGAGE  LOANS  RECEIVABLE 

Mortgage  loans  receivable  consist  of  the  following: 

1988 
Memorandum 
1989  Only 

Single  Family  I  Program: 

Mortgage  loans  receivable  with   fixed 

payments  of  principal   and   interest 

ranging   from    6.875%    to    9.125%, 

original  terms  ranging  from  25  -  30 

years,  FHA  insured  or  V.A.  guaranteed.  $  96,919,736   $  80,420,826 

Unamortized  mortgage  discounts  (569.420)      (375. 689) 

$  96.350.316   $  80.045.137 
Single  Family  II  Program: 

Mortgage  loans  receivable  with  fixed 

payments  of  principal   and   interest 

ranging  from  7.75%  to  12.5%,  original 

terms  ranging  from  25-30  years,  FHA 

insured  or  V.A.  guaranteed.  $315,667,807   $353,354,448 

Unamortized  mortgage  discounts  (3,892,197)    (4,473,657) 

Foreclosed  property  -  net  224. 149   88.544 

$311.999.759   $348.969.335 
Single  Family  III  Program: 

Mortgage  loans  receivable  with   fixed 

payments  of  principal  and  interest  of 

8.5%,  original  terms  30  years,  FHA 

insured  or  V.A.  guaranteed.  $  21,849,455   $ 

Unamortized  mortgage  discounts  (226,248) 

Unamortized  deferred  commitment  fees   (234  .720)  r_ 


$  21.388.487   i. 


Single  Family  IV  Program: 

Mortgage  loans  receivable  with  fixed 

payments  of  principal  and  interest  of 

8.77%,  original  terms  30  years,  FHA 

insured  or  V.A.  guaranteed.  $   2,702,224 

Unamortized  mortgage  discounts  (27,022) 

Unamortized  deferred  commitment  fees   (206, 111) 


$   2.469.091   ^ 


Single  Family  Program  totals        $432.207.653   $429.014.472 
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MONTANA  BOARD  OF  HOUSING 
NOTES  TO  COMBINED  FINANCIAL  STATEMENTS  (Continued) 

June  30,  1989 


MORTGAGE  LOANS  RECEIVABLE  (Continued) 

Multifamily  Program: 

Mortgage  loans  receivable  with  fixed 
payments  of  principal  and  interest 
ranging  from  7%  to  12%, 40  year  terms, 
FHA  insured. 

Unamortized  mortgage  discounts 


1989 


Combined  totals 
REAL  ESTATE  OWNED 
Real  estate  owned  consists  of  the  following: 


$  13,386,710 
(80.195) 

13.306.515 

$445.514.168 


1989 


1988 

Memorandum 

Only 


$  13,482,670 
(80.382) 

13.402.288 

$442.416.760 


1988 

Memorandum 

Only 


17,828 
2.608 


20.436 


885,087 
187.950 


659,258 
109.873 


1.073.037   _ 
$   1.093.473   5_ 


769.131 


769.131 


Single  Family  I  Program 
Outstanding  principal  balance 
Interest  receivable 

Single  Family  II  Program 
Outstanding  principal  balance 
Interest  receivable 

Single  Family  Program  totals 

BONDS  PAYABLE  -  NET 

Bonds  payable  -  net  consists  of  the  following: 

Single  Family  I  Mortgage  Bonds: 

1977  Series  A,  4.5%  to  8%  interest,  maturing  in  scheduled 
annual  installments  from  October  1,  1980  to  October  1, 
1992  and  on  October  1,  2008. 

1977  Series  B,  4.15%  to  8%  interest,  maturing  in  scheduled 
annual  installments  from  October  1,  1980  to  October  1, 
1992  and  on  October  1,  2008. 

1978  Series  A,  5.05%  to  8%  interest,  maturing  in  scheduled 
annual  installments  from  October  1,  1980  to  October  1, 
1997  and  on  October  1,  2003  and  October  1,  2009. 

1987  Series  A,  5.3%  to  8.625%  interest,  maturing  in  scheduled 
annual  installments  from  April  1,  1988  to  April  1,  2000 
and  on  April  1,  2018. 
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June  3  0 


1988 
Original  Memorandum 

Amount  1989 Only 


$  21,470,000                 $  13,  945,000  $  14,685,000 

35,060,000                    23,150,000  24,445,000 

13,600,000                     9,280,000  9,735,000 

20,000,000                    19,230,000  19,720,000 
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MONTANA  BOARD  OF  HOUSING 
NOTES  TO  COMBINED  FINANCIAL  STATEMENTS  (Continued) 

June  30,  1989 


5.   BONDS  PAYABLE  -  NET 

1987  Series  B-1  and  B-2 ,  serial  and  term  bonds,  6.25%  to  9% 
interest,  maturing  in  scheduled  annual  installments  from 
April  1,  1989  to  April  1,  2002  and  on  April  1,  2007, 
April  1,  2014,  and  April  1,  2029. 

1988  Series  A-1  and  A-2  serial,  term  and  Postponed  Revenue  on 
Future  Income  Tax  Exempt  Securities  (PROFITS),  5.4%  to 
8.5%  interest,  maturing  in  scheduled  annual  installments 
from  April  1,  1990  to  April  1,  2003  and  on  April  1,  2012, 
April  1,  2027,  and  April  1,  2019.  PROFITS  are  reported 
at  an  accreted  value. 

Total  bonds  outstanding 

Unamortized  bond  discount 


Total  bonds  payable  -  net 

Single  Family  II  Mortgage  Bonds: 

1979  Series  A,  5.1%  to  6.6%  interest,  maturing  in  scheduled 
annual  installments  from  June  1,  1981  to  June  1,  1997, 
and  on  June  1,  2000  and  June  1,  2011. 

1980  Series  A,  7.7%  to  9%  interest,  maturing  in  scheduled 
annual  installments  from  June  1,  1982  to  June  1,  2000, 
and  on  June  1,  2012. 

1982  Series  A,  8.5%  to  13.5%  interest,  maturing  in  scheduled 
annual  installments  from  June  1,  1984  to  June  1,  1996, 
and  on  June  1,  2002  and  2008. 

1983  Series  A,  5.25%  to  9.875%  interest,  maturing  in  scheduled 
annual  installments  from  June  1,  1984  to  June  1,  1998, 
and  on  June  1,  2003  and  2009. 

1983  Series  B,  8%  to  9.625%  interest,  maturing  in  scheduled 
annual  installments  from  June  1,  1991  to  June  1,  1996, 
and  on  June  1,  2003  and  2009. 

1983  Series  C,  serial,  term  and  Capital  Appreciation  Bonds 
(CAB)  5.75%  to  10.7%  interest,  serial  and  term  bonds 
maturing  in  scheduled  semi-annual  installments  from  June 
1,  1984  to  December  1,  2002.  CABs  are  reported  at  an 
accreted  value,  and  are  scheduled  for  redemption,  in 
part,  in  semi-annual  installments  commencing  June  1,  2003 
to  June  1,  2010. 

1984  Series  A,  serial,  term  and  CABs,  7%  to  10.375%  interest, 
serial  and  term  bonds  maturing  in  scheduled  annual 
installments  from  June  1,  1986  to  June  1,  2004.  CABs  are 
reported  at  an  accreted  value,  and  are  scheduled  for 
redemption,  in  part,  in  annual  installments  commencing 
June  1,  2005  to  June  1,  2010. 
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June  3  0 


1988 
Original  Memorandum 

Amount  1989  Only 

$20,000,000  $  19,595,000  $  20,000,000 


19,998,793                    20,154,167  20,015,959 

105,354,167  108,600,959 

(65.250)  (69.121) 

105.288.917  108.531.838 

$100,000,000                 $  74,975,000  $  79,370,000 

50,000,000                    37,195,000  39,195,000 

55,000,000                     9,315,000  10,915,000 

30,000,000                    22,170,000  22,670,000 

55,000,000                    41,785,000  45,785,000 


114,998,229  79,633,086  88,949,051 


75,002,290  58,957,161  65,741,856 
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MONTANA  BOARD  OF  HOUSING 
NOTES  TO  COMBINED  FINANCIAL  STATEMENTS  (Continued) 

June  30,  1989 


BONDS  PAYABLE  -  NET  (Continued) 
Single  Family  II  Mortgage  Bonds  (Continued) : 

1985  Series  A,  serial,  term,  CAB  and  Postponed  Revenue  on 
Future  Income  Tax  -  Exempt  Securities  (PROFITS)  5.5%  to 
9.75%  interest,  serial  and  term  bonds  maturing  in  sche- 
duled semi-annual  installments  from  December  1,  1986  to 
December  1,  1998,  June  1,  2005  to  June  1,  2010,  and 
December  1,  2013  to  June  1,  2015.  CABs  are  reported  at 
accreted  value,  and  scheduled  for  redemption,  in  part,  in 
semi-annual  installments  commencing  June  1,  1999  to 
December  1,  2004  and  December  1,  2015  to  June  1,  2016. 
PROFITS  are  reported  at  accreted  value,  and  begin  to  pay 
interest  semi-annually,  scheduled  for  redemption,  in 
part,  in  semi-annual  installments  commencing  December  1, 
2010  to  June  1,  2013. 

1985  Series  B,  serial,  term,  CAB  and  Postponed  Revenue  on 
Future  Income  Tax  -  Exempt  Securities  (PROFITS)  5.7%  to 
9.75%  interest,  serial  and  term  bonds  maturing  in  sche- 
duled semi-annual  installments  from  June  1,  1987,  to 
December  1,  1995,  June  1,  2003,  to  June  1,  2011,  and  June 
1,  2  014,  to  June  1,  2017.  CABs  are  reported  at  accreted 
value,  and  scheduled  for  redemption,  in  part,  in  semi- 
annual installments  commencing  June  1,  1996  to  December 
1,  2002.  PROFITS  are  reported  at  accreted  value,  and 
begin  to  pay  interest  semi-annually  on  June  1,  1997  and 
are  subject  to  mandatory  redemption  commencing  December 
1,  2011,  to  December  1,  2013. 

Total  bonds  outstanding 

Unamortized  bond  discounts 

Total  bonds  payable  -  net 

Single  Family  III  Mortgage  Bonds: 

1988  Series  B-1  and  B-2 ,  serial  and  term  senior  bonds,  and 
subordinate  bonds,  6.2%  to  8.9%  interest,  maturing  in 
scheduled  semi-annual  installments  from  October  1,  1990, 
to  October  1,  2008,  and  October  1,  2014  and  2020. 

Single  Family  IV  Mortgage  Bonds: 

1989  Series  A-1  and  A-2 ,  serial  and  term  senior  bonds  and 
subordinate  bonds,  7%  to  9.2%  interest,  maturing  in 
scheduled  semi-annual  installments  from  April  1,  1991,  to 
October  1,  2004,  and  October  1,  2009,  October  1,  2018  and 
October  1,  2020. 

Single  Family  Mortgage  Bonds  totals  -  net 


-24- 


June  3  0 ' 

1988 
Original  Memorandum 

Amount  1989  Only 


$  39,999,625  $  34,878,433  $  37,665,877 


74,996,862                     39.312.110  39.750.761 

398,220,790  430,042,545 

(398.090)  (461.727) 

397.822.700  429.580.818 


25,000,000  25.000.000 


25,000,000  25.000. 000 
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MONTANA  BOARD  OF  HOUSING 
NOTES  TO  COMBINED  FINANCIAL  STATEMENTS  (Continued) 

June  30,  1989 


BONDS  PAYABLE  -  NET  (Continued) 

Single  Family  Mortgage  Bonds  (Continued) : 

All  single  family  mortgage  bonds  are  subject  to  mandatory 
sinking  fund  requirements  of  scheduled  amounts  commencing  at 
various  dates  and  to  optional  redemption  at  various  dates  at 
prices  ranging  from  100  to  103. 

Single  Family  III  and  IV  mortgage  senior  bonds  are  special 
obligation  bonds  of  the  Board  of  Housing  with  subordinate 
bonds  which  are  general  obligation  bonds  of  the  Board  of 
Housing. 

Single  Family  I  and  II  mortgage  series  bonds  are  general 
obligation  bonds  of  the  Board  of  Housing  within  the  individual 
bond  indenture. 

Mult i family  Mortgage  Bonds: 

1978  Series  A,  6.125%,  interest,  maturing  August  1,  2019. 

1979  Series  A,  5.4%  to  6.875%  interest,  maturing  in  scheduled 
annual  installments  from  August  1,  1980  to  August  1,  1999 
and  on  August  1,  2021. 

1982  Series  A.  12.75%  interest,  maturing  August  1,  2023. 

Total  Bonds  outstanding 

Unamortized  bond  premiums 

Unamortized  bond  discounts 

Total  bonds  payable  -  net 

Combined  total  bonds  payable  -  net: 


All  multifamily  mortgage  bonds   are  subject  to  mandatory 
fund  requirements   of   scheduled  amounts   commencing  at 
dates  and  to  optional  redemption  after  various  dates  at 
ranging  from  100  to  105. 


sinking 

various 

prices 


The  following  is  a  summary  of  bond  principal  requirements  as 
June  30,  1989: 


of 


Years  ending  June  30 
1990 
1991 
1992 
1993 
1994 
Subsequent  years 

Totals 


Single  Family 

I  Mortgage 

Program  Funds 

$    2,875,000 

2,940,000 

3,005,000 

2,870,000 

3,035,000 

90.629.167 

$105.354.167 


Single  Family 

II  Mortgage 

Program  Funds 

$   14,665,000 

15,640,000 

15,075,000 

16,240,000 

17,535,000 

319.065.790 

$  398.220.790 
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Original 
Amount 


June  3  0 


1989 


1988 

Memorandum 

Only 


$   4,865,000 


$   4,600,000 


$   4,640,000 


8,660,000 
1,945,000 


8,130,000 

1.930.000 

14,660,000 

67,023 

(20.080^ 

14.706.943 
$567.818.560 


8,200,000 

1.935.000 

14,775,000 

69,239 

(20.670^ 

14.823.569 
$552.936.225 


Single  Family 
III  Mortgage 
Program  Funds 
$ 

200,000 
215,000 
230,000 
250,000 
24.105.000 

$   25.000.000 


Single  Family 

IV  Mortgage 
Program  Funds 
$ 

95,000 

205,000 

225,000 

235,000 

24.240.000 

$   25.000.000 


Total 
Single  Family 

Mortgage 

Program  Funds 

$   17,540,000 

18,875,000 

18,500,000 

19,565,000 

21,055,000 

458.039.957 

$  553.574.957 


Multifamily 

Mortgage 

Program  Funds 

$      120,000 

125,000 

130,000 

140,000 

150,000 

13.995.000 

$   14.660.000 
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MONTANA  BOARD  OF  HOUSING 
NOTES  TO  COMBINED  FINANCIAL  STATEMENTS  (Continued) 

June  30,  1989 


EXTRAORDINARY  ITEM 

During  year  ended  June  30,  1989  and  1988,  the  Board  redeemed 
Single  Family  I  and  Single  Family  II  mortgage  bonds  prior  to 
scheduled  maturity  as  follows: 

Year  ended  June  3  0 


Single  Family  I 

October  1  $    150,000 

April   1  285.000 

435.000 


1988 
Memorandum 
1989         Only 


Single  Family  II 

August  1  300,000 

October  1  -      10,460,000 

December  1  7,615,000      3,205,000 

June  1  12 .665.000     10.585.000 

20.580.000     24.250.000 

Total  $21.015.000    $24.250.000 

All  such  bonds  were  redeemed  at  par  or  100%  of  their  compounded 
value  to  the  date  of  redemption.  Unamortized  discounts  and  cost 
of  issuance  associated  with  the  bonds  redeemed  were  expensed  at 
time  of  redemption  and  are  reported  as  an  extraordinary  item  in 
the  combined  financial  statements. 

During  the  fiscal  year  1989,  the  Board  issued  mortgage  bond 
series  1988B  and  1989A  (Single  Family  III  and  Single  Family  IV 
Mortgage  Program  Funds) .  A  portion  of  the  proceeds  from  these 
new  issues  were  used  to  partially  refund  certain  previous  bond 
issues  redeemed  on  December  1,  1988,  and  June  1,  1989,  as  dis- 
closed above. 

COMMITMENTS 

The  Board  leases  office  space  at  $2,225  per  month.  The  term  of 
the  lease  is  July  1,  1989  through  June  30,  1991.  Minimum  future 
lease  commitments  as  of  June  30,  1989  are  as  follows: 

Year  ended  June  3  0 

1990  $26,700 

1991  26.700 

Total  $53.400 


In  November  1986,  the  Board  passed  a  resolution  directing  staff 
to  utilize  Single  Family  II  mortgage  prepayments  to  call 
outstanding  bonds.  It  is  anticipated  that  future  calls  will  be 
made  on  a  recurring  basis. 
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MONTANA  BOARD  OF  HOUSING 
NOTES  TO  COMBINED  FINANCIAL  STATEMENTS  (Continued) 

June  30,  1989 


7.  COMMITMENTS  (Continued) 

The  Board  had  committed  to  acquire  or  had  reserved  funds  to 
purchase  Single  Family  Mortgages  as  of  June  30,  1989  of 
$19,094,317. 

8.  BAD  DEBTS 

The  Board  wrote  off  uncollectible  mortgage  loan  principal  for 
single  family  mortgage  program  funds  as  follows: 

1988 
Memorandum 
1989  Only 


Single  Family  I  Program  Funds 
Single  Family  II  Program  Funds 

Totals 


14.985 


8.786 


14.985   i. 


8.786 


The  Board  wrote  off  uncollectible  mortgage  loan 
single  family  mortgage  program  funds  as  follows: 


Single  Family  I  Program  Funds 
Single  Family  II  Program  Funds 

Totals 


1989 


9,482 
383.759 


interest   for 

1988 

Memorandum 

Only 

$      13,780 
439.209 


393.241   i. 


452.989 


9.   RECLASSIFICATION  OF  COMBINED  FINANCIAL  STATEMENTS 

Certain  items  in  the  June  30,  1988  combined  financial  statements, 
have  been  reclassified  for  comparative  purposes  with  the  1989 
combined  financial  statements.  The  reclassifications  have  no 
effect  on  the  total  1988  combined  fund  balances. 


10.  RELATED  PARTY  EXPENSE 

The  Board  incurred  administrative  expense  with  the  Department  of 
Commerce  of  $2  5,3  66  and  $24,801  for  the  years  ended  June  30, 
1989  and  June  30,  1988,  respectively.  The  Board  purchases 
insurance  coverage  and  the  majority  of  its  operating  supplies 
through  the  State  of  Montana. 

11.  PENSION  PLAN 

All  eligible  employees  of  the  Montana  Board  of  Housing  partici- 
pate in  the  Montana  Public  Employees  Retirement  System  (PERS) ,  a 
defined  benefit  plan,  and  cost-sharing  multiple-employer  public 
employee  retirement  system.  The  Board  is  required  to  contribute 
for  full  time  employees  at  the  rate  of  6.417%  of  annual  compens- 
ation under  State  statute.  Employees  are  required  to  contribute 
6%  of  annual  compensation.  Part-time  employees  have  an  option  to 
belong  to  the  retirement  plan,  depending  upon  hours  worked. 
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MONTANA  BOARD  OF  HOUSING 
NOTES  TO  COMBINED  FINANCIAL  STATEMENTS  (Continued) 

June  30,  1989 


11.  PENSION  PLAN  (Continued) 

The  total  number  of  Board  employees  covered  during  the  year  ended 
June  30,  1989  and  1988  was  11  and  12,  respectively.  The  total 
payroll  for  these  employees  was  $258,908  in  1989  and  $253,888  in 
1988.  The  Board's  contributions  were  $16,614  and  $16,312  for  the 
years  ended  June  30,  1989  and  1988.  Benefit  eligibility  is  age 
60  with  at  least  5  years  of  service;  age  65  regardless  of 
service;  or  30  years  of  service  regardless  of  age.  Actuarially 
reduced  benefits  may  be  taken  with  25  years  of  service  or  at  age 
50  with  at  least  5  years  of  service.  Monthly  retirement  benefits 
are  determined  by  taking  1/60  times  the  number  of  years  of 
service  times  the  final  average  salary.  Members'  rights  become 
vested  after  5  years  of  service. 

The  "pension  benefit  obligation"  is  a  standardized  disclosure 
measure  of  the  present  value  of  pension  benefits,  adjusted  for 
the  effects  of  projected  salary  increases  and  step-rate  benefits, 
estimated  to  be  payable  in  the  future  as  a  result  of  employee 
service  to  date.  The  measure,  which  is  the  actuarial  present 
value  of  credited  projected  benefits,  is  intended  to  help  users 
assess  the  system's  funding  status  on  a  going-concern  basis, 
assess  progress  made  in  accumulating  sufficient  assets  to  pay 
benefits  when  due  and  make  comparisons  among  employers.  The 
Board  is  unable  to  determine  the  actuarial  present  value  of 
credited  projected  benefits  and  net  assets  available  for  benefits 
since  the  information  is  available  only  on  a  total  State  basis, 
not  agency  basis. 

The  pension  benefit  obligation  at  June  30,  1988,  for  the  State 
system  as  a  whole  was  $945,736,000.  The  system's  net  assets 
available  for  benefits  at  cost  on  June  30,  1988,  were 
$692,753,000,  leaving  an  overall  unfunded  pension  benefit  obliga- 
tion of  $252,983,000.  The  Board's  1989  contribution  represented 
approximately  .06%  of  total  June  30,  1988,  contributions  required 
of  all  participating  entities.  The  Board  is  not  responsible  for 
any  state  system  unfunded  liability. 

Ten-year  historical  trend  information  showing  the  State  system's 
progress  in  accumulating  sufficient  assets  to  pay  benefits  when 
due  is  presented  in  the  system's  June  30,  1988  annual  financial 
report.  Only  the  first  year  of  the  required  3-year  trend 
information  is  available. 

12.  DEFERRED  COMPENSATION  PLAN 

The  Board's  employees  are  eligible  to  participate  in  the  State  of 
Montana's  deferred  compensation  plan.  The  State  of  Montana 
administers  the  plan  by  contractual  arrangement  with  Nationwide 
Insurance. 
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13.  INTEREST  EXPENSE 

Interest  on  bonds  is  comprised  of  the  following   for  June   30, 
1989: 


Mortgage 
Program  Funds 

Single  Family  I 
Single  Family  II 
Single  Family  III 
Single  Family  IV 
Multifamily 

Totals 


Interest 
Incurred 

$    7,261,800 

34,011,998 

1,222,774 

438,926 

1.079.647 

$   44.015.145 


(1) 

^    ^Amortization 

$      176,508 
3,610,398 


fl.625) 


Totals 


7,438,308 

37,622,396 

1,222,774 

438,926 

1.078.022 


3.785.281    $   47.800.426 


(1) 


Amortization 

20,077 
3,265,798 
(1.626) 


Totals 


Interest  on  bonds  is   comprised  of  the  following   for  June   30, 
1988: 

Mortgage 
Program  Funds 

Single  Family  I 
Single  Family  II 
Multifamily 

Totals 


Interest 
Incurred 

$    5,730,321 

36,872,625 

1.086.636 

$   43.689.582 


5,750,398 

40,138,423 

1.085.010 


3.284.249    $   46.973.831 


'  'Amortization  of  bond  discounts  and  premiums  and  accretion  of 
CABS  and  PROFIT  bonds  -  net. 

Amortization  of  bond  discounts  in  the  amounts  of  $27,055  for  1989 
and  $16,564  for  1988  were  expensed  as  an  extraordinary  item  and 
are  not  in  the  totals  above. 

14.  CONDUIT  FINANCING 

Under  an  Indenture  of  Trust  dated  October  1,  1985,  the  Board 
issue  its  "Montana  Board  of  Housing  Multifamily  Housing  Revenue 
Bonds  (Cowdrey  Project)"  in  the  principal  amount  of  $800,000.  In 
this  transaction,  the  Board  acted  only  as  a  conduit  and  the  bonds 
are  not  general  obligations  of  the  Board,  but  are  payable  solely 
from  project  funds  held  thereunder.  As  these  bonds  are  not  an 
obligation  of  the  Board,  they  are  not  reflected  in  the  accompany- 
ing financial  statements. 

15.  SUBSEQUENT  EVENTS 

Effective  August  25,  1989,  the  Board  passed  a  resolution  commit- 
ting $730,300  of  the  Housing  Trust  Fund  to  implement  the  pilot 
Reverse  Annuity  Mortgage  Program. 
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16.  SEGMENT  FINANCIAL  DATA 

Financial  data  for  the  single  family  program  funds  as  of  June  30, 
1989  are  summarized  as  follows: 


Total  assets 


Single  Family  Single  Family 

I  Mortgage     II  Mortgage 

Procfram  Funds  Procfram  Funds 

$  121.924.085  $  437.137.142 


Total  liabilities 

Total  reserved  fund  balances 


$  107,130,713   $  400,594,743 

14.793.372      36.542.399 

$  121.924.085   $  437.137.142 


Total  revenue 
Total  expense 

Excess  revenue  before 
extraordinary  item 

Extraordinary  item 

Excess  revenue 


$    9,742,855   $   43,654,002 
8.185.814      40.006.829 


1,557,041 
no. 395) 


3,647,173 
(399.806) 


1.546.646   $    3.247.367 


Total  assets 


Single  Family  Single  Family      Total 

III  Mortgage    IV  Mortgage  Single  Family 

Program  Funds  Program  Funds  Program  Funds 

$   25.535.495  $   25.773.911  $  610.370.633 


Total  liabilities      $   25,498,239  $   25,682,874  $  558,906,569 
Total  reserved  fund 

balances            37.256   91.037  51.464.064 

$   25.535.495  $   25.773.911  $  610.370.633 


Total  revenue 
Total  expense 

Excess  revenue  before 
extraordinary  item 

Extraordinary  item 

Excess  revenue 


1,312,880 
1.275.624 


37,256 


37.256   5_ 


539,294 
448.257 


91,037 


91.037 


$   55,249,031 
49.916.524 


5,332,507 
(410.201) 


4 .922.306 
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